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N THE midst of hundreds of suggestions being made for re- 
covery from the present depression, that of Roserr P. 
BREWER, vice-president and a director of the Chatham Phenix 
National Bank and Trust Company, New York, is simple 

and to the point. Mr. Brewer suggests no huge governmental ex- 
penditures; no unemployment insurance. In an article, “The 
A B C of Recovery,” which begins on page 7, he suggests, instead, 
that each individual or family get its capital position and current 
position into balance again. The city family that has overdrawn its 
future, he says, must find a new level of living, must pay its debts. 
The farmer “must decide on what basis his farm can be operated; 
then reduce his overhead, liquidate his position as far as possible, 
and study new products and markets. . . . For the business man 
the same formula applies.” As regards the banker, Mr. Brewer 
says that “real leadership of the highest order is needed today as 
never before in American banking. It was inevitable, as a result of 
the many recent failures, that both statesmen and the general pub- 
lic should be in a critical frame of mind. The reverence that once 
existed for banking as a profession has been seriously impaired. 
Government agencies are contemplating remedial measures, some 
of them drastic in their nature, but while admittedly some of these 
external remedies are both desirable and necessary, nevertheless it 
will be a grave reflection on our leadership if the reform in our 
banking system does not come from within rather than from 
without.” 


THE GROWTH of the gas and electric industries, prospects for their 
future, and the development of group management for them 
through holding companies, is interestingly told by Howarp C. 
Hopson, vice-president and treasurer of the Associated Gas and 
Electric Company, in an article, “New Frontiers for Old,” which 
begins on page 19. “The most obvious advantage of holding- 
company management for the consumer,” says Mr. Hopson, “is the 
economies it has effected, which have been passed on to customers in 
reduced rates. Electricity that cost $1 in 1914 costs only 71 cents 
now, whereas the cost of living has gone up, so that food, rent, cloth- 
ing and other items entering into living expenses that cost $1 in 


1914 cost $1.53 now.” 
[Continued on page xiv} 
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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
71 Murray Street, New York 
You may send me postpaid for examination “The Funda- a co 
mentals of Good Bank Building,” by Alfred Hopkins. P. 7 
Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 
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{Continued from page x1} 


“THERE Is no good reason to believe that any marked increase in 
savings advertising, conducted along the same lines as have been 
followed in the past, will bring a satisfactory increase in deposits,” 
says C. E. AuURACHER, assistant cashier of the Cedar Rapids Sav- 
ings Bank and Trust Company, Cedar Rapids, Iowa, in an article, 
“Living Insurance,” which begins on page 36. ‘We must use an 
appeal that will furnish the saver an incentive to deposit more of 
his surplus dollars, and influence him to look up to his account as a 
good investment so that he will maintain the account permanently 
with a good balance. Savings accounts must be sold from this time 
on for their value and for what they will do for the owners, just as 
other things are sold today.” Mr. Auracher’s remedy for this situa- 
tion is in advertising savings as “living insurance.” In his article 
he explains how this plan may be worked out successfully. “A sav- 
ings account considered as living insurance,” he says, “offers a rich 
source of appeals to both the saver and the prospective owner. It 
gives him good reasons for insuring: his living. There is a gold mine 
in the savings department of every bank which can be usually de- 
veloped at a profit. To increase only those savings accounts which 
now have balances under $100, by $200 an account on the average, 
would raise the total bank savings of the country by at least $6,000,- 
000,000, or approximately twenty times the increase reported for 
the year ending June 30, 1930.” 


“FUNDAMENTALLY the success of women in the banking business 
depends on personal character and ability,” says Mary Var. 
ANDRESS, assistant cashier of the Chase National Bank of New 
York, in an article, “Banking as a Career for Women,” which be- 
gins on page 33. “A woman with the qualities that are needed in 
a given situation can make good, and does, and recognition comes 
to substantial accomplishment. ‘Taking for granted the qualities of 
honesty and industry, to the woman who adopts banking as her 
career, three qualifications are primarily essential. She must like 
people, she must be able to think mathematically, and she must be 
able to subordinate herself to her organization. Her success as a 
bank executive—and in speaking of banking as a career an officer- 
ship is in most cases the presupposed objective—will depend largely 
on her ability to handle people; if she understands and is interested 
in human nature as she touches it at a hundred points in her deal- 
ings with customers and with the men and women with whom she 
works, she will find herself standing firmly on the foundation stone 
of success in banking.” 
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NO. 1 


Editorial Comment 
CONTINUANCE OF THE DEPRESSION 


(Sot many, & to the expectations 


of many, the present depression 

has continued beyond the spring 
season, and promises to remain with us 
for some time to come. That there has 
not been an earlier revival must be at- 
tributed to the serious character of the 
depression and its widespread extent. 
But if experience is to be trusted, this 
depression will end as others have done. 
Although it must be conceded that we 
have no similar experience as a guide. 
It is now realized that the world is 
staggering under the terrible effects of 
the Great War, and modern civilization 
has experienced no calamity of equal 
magnitude and severity. But society is 
better organized industrially and finan- 
cially to withstand such a shock than 
it has been in the past. Serious and 
baffling as the situation remains, there 
is no warrant for despair. The indus- 
try, courage and faith of our people 
must inevitably bring about in the not 
distant future renewed activity in carry- 
ing forward the development of pro- 
duction and trade. 

What we should guard against in a 
trying situation like this is the adoption 
of unwise expedients born of the fear 
and distress of the times. Resort to 
these may act as palliatives but leave 
with us a brood of ills to vex us for 
long years to come. 

Of these expedients one will make a 
popular appeal to public sympathy. 
Reference is made to unemployment in- 
surance. The term itself is alluring. It 
has been well said, that there is no more 
deplorable spectacle than a man willing 
and able to work, but who can find no 
work to do. .To make such a situation 
impossible, or as nearly so as may be 


practicable, is a matter that may well 
engage the attention and effort of all of 
us. Many employers are doing their 
best to reduce unemployment to the 
lowest possible minimum, and with 
some degree of success. That greater 
progress in this direction will be made 
in the light of further experience may 
be reasonably assumed. Public work, 
undertaken solely in order to provide 
employment, is an expedient of doubt- 
ful value. Government unemployment 


insurance is a desperate remedy, and 
represents an experiment upon which 
this country should not enter without 
a careful study of the experience of 


other countries. The independence of 
the American workman has been one 
of his treasured possessions. It will be 
an unfortunate day for him and the 
country when that independence is un- 
dermined. 


THE BANKER IN PUBLIC LIFE 


EXT year we shall have a Presi- 
N dential election, and already sev- 

eral aspirants have their lightning- 
rods in position. Among those in a re- 
ceptive mood the names of several 
bankers appear. This fact serves to 
call attention to the not inconspicuous 
part the banker has played in the 
political history of the country. The 
names that first come to mind are those 
of Hamilton and Gallatin. Hamilton 
was not a banker himself, though he 
founded the Bank of New York and 
drew the charter of that institution. 
Gallatin’s name was at one time asso- 
ciated with that of a New York bank. 
Coming down to more recent times the 


1 
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names of Gage and Mellon loom into 
prominence. Both were bankers before 
they came to the head of the Treasury 
Department. 

But bankers have rendered conspicu- 
ous service to their country in positions 
outside the Treasury. Herrick served 
as Governor of Ohio and as Ambassador 
to France; Morrow is in the Senate 
after doing good work as Ambassador 
to Mexico; Owen D. Young, though 
not a bank officer, is a bank director 
and actively identified with financial 
affairs. His name is connected with 
the reparations plan, as was that of 
Dawes, another banker, with an earlier 
plan of like nature. 

Dawes has outdistanced other bank- 
ers in recent years in point of public 
service. He has been Comptroller of 
the Currency, head of the department 
of supply for the American Expedition- 
ary Force in the World War, Director 
of the Budget, Vice-President of the 
United States, and Ambassador to Eng- 
land. He was also chairman of the 
commission that formed the first plan 
for dealing with the reparations prob- 
lem, and that plan was given his name. 

Should Charles G. Dawes ever be- 
come President, many of the barnacles 
now tightly clinging to the ship of 
state would be dislodged, much red 
tape would be cut, and many depart- 
mental dry bones would rattle. Dawes 
is Presidential timber of the highest 
quality. 

It is said that the hat of a leading 
Chicago banker—Melvin A. Traylor, 
president of the First National Bank— 
is in the Presidential ring, and Owen 
D. Young and former Governor Smith 
of New York, who is now a banker, are 
also among the Presidential possibilities. 

Politics is, like banking, a profession 
in itself, and the banker who lacks 
political experience may have it to gain 
once he enters public life. Judging 
from the record made by bankers who 
have become public servants, they are 
ready learners. Judging also by this 
record, it would be to the advantage of 
the country if other bankers of the 


type of those named would enter upon 
a public career. 


RATIONALIZATION IN 
GOVERNMENT 


NE of the favorite remedies now 
C) ive invoked in business is 

rationalization. The term, as 
commonly understood, means the cut- 
ting out of the useless. If this remedy 
is effectual in business, why should it 
not be applied to government? There 
are several departments at Washington 
whose usefulness is at best problematical. 
Such duties as they perform that are of 
real value could be as well performed 
by some other department. 

There are two or three functions of 
the Government that easily may be 
classified—those of external relations, 
defense, and those of internal relations. 
The former duties clearly appertain to 
the State Department, those of defense 
to the War and Navy departments. 
These two departments might well be 
united in a Department of National 
Defense. The other departments are 
concerned with domestic affairs, and 
they might all be united under a single 
Department of Internal Relations, ex- 
cepting the Treasury Department on ac- 
count of the special character of its 
functions. 

By carrying out this suggestion, sev- 
eral more or less ornamental cabinet 
officers with their train of satellites 
would be eliminated or reduced to sub- 
ordinate positions where their present 
activities and attendant outlays would 
be much curtailed. 

It is admitted that at present the 
tendency is in a contrary direction 
from that indicated. Plausible excuses 
are put forth for the creation of new 
departments and the multiplication of 
bureaus and commissions. These ex- 
cuses spring, in the main, from those 
who rely on the power of the Govern- 
ment to cure all economic ills, or from 
others who see in these additional pub- 
lic agencies fresh opportunities for 
patronage and place. But it is very 
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doubtful if the country would suffer 
the loss of any really useful service if 
some of the departments at Washington 
were consolidated with others, and it is 
certain that much money would be 
saved by this process of rationalization. 

Some of the departments, bureaus and 
commissions are performing services of 
little value, others are positively harm- 
ful, while there is undoubtedly a great 
deal of duplication. 

As the maker of images at Ephesus 
set up a great outcry at the threatened 
destruction of his industry, it is ex- 
pected that like wailing would follow 
any real attempt to reduce the number 
of departments, bureaus and commis: 
sions at Washington. But if rationaliza- 
tion is sauce for the business goose, why 
is it not equally applicable to the Gov- 
ernment gander? 


PAYING TOO MUCH FOR THEIR 
WHISTLE 
[: was our great philosopher Ben- 


jamin Franklin who pointed out that 

many people fond of display bought 
their adornments at too high a price or, 
as he said, they paid too much for their 
whistle. 

But may not this homely saying be 
justly applied to banks that pay a high 
rate of interest on deposits? At least, 
it may be said that they are buying 
something at a price that prevents a 
profit from being made when the thing 
bought—a deposit—comes to be sold to 
the public. 

The tendency of banks to pay an 
undue rate of interest to attract de- 
posits may be accounted for chiefly on 
the ground that they are anxious to 
build up imposing ‘deposit totals, and 
to the rivalry existing among competing 
banks in this respect. 

In the annual report of the Federal 
Reserve Bank of New York for 1930 
it is pointed out that few banks in the 
district over a period of years have been 
able to show a profit if they paid a 44% 
per cent. rate on time deposits, and 
that in the last year with a 4 per cent. 
rate it has been difficult to make a 


profit, because of the low lending rates 
and some unavoidable losses on bond in- 
vestments. 

There is considerable testimony on 
the part of bankers to the effect that 
payment of interest on deposits cuts 
into banking profits quite seriously. 
This form of expense, unlike some 
others, is one which bankers have within 
their own control, and they themselves 
are to blame if it extends beyond 
proper limits. Taxes, and to some ex- 
tent wages and salaries, must be pro- 
vided for; but the payment of interest 
on deposits can be greatly reduced at 
the banker’s pleasure, or it may be dis- 
continued altogether, as it should be 
when the rate of interest paid is so 
high that a profit cannot be made on 
the funds thus obtained. 

Students of foreign banking tell us 
that in some countries banks do not pay 
interest on deposits, but make a charge 
to their customers for keeping their 
funds safely. That happy condition 
does not prevail here although, if you 
withdraw your money from an account 
and put it into a safe-deposit box at 
the same bank, you must pay for this 
protection. 

Just now, with the lending rate so 
low, there is a general tendency toward 
the reduction of the rate which banks 
are allowing on deposits. The general 
principle to be observed in this matter 
is that banks should be careful not to 
pay a rate above that which will per- 
mit a profitable use of the deposits. 
Banks that disregard this principle will 
pay too much for their whistle. 


HELP FROM LEGISLATION 
Dire by President Hoover of 


the demand for a special session 

of Congress serves as a reminder 
of the extent to which our people have 
come to rely upon legislation as a 
remedy for economic troubles. Could 
that remedy be effectual, we should 
now be enjoying a high degree of pros- 
perity, for there is hardly any realm 
of human endeavor that has not re- 
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ceived such aid as Congress and the 
forty-eight state legislatures could af- 
ford. Recognizing the futility of such 
aid, we may finally come to understand 
that we shall work our own way out of 
present difficulties, as President Hoover 
declares we shall do. 

From time immemorial it has been the 
public habit to ascribe economic difh- 
culties to the shortcomings of govern- 
ment, and naturally when times are bad 
the tendency is to turn to government 
for relief. This disposition is not 
peculiar to our own country. It exists 
in nearly every land and under every 
form of government. 

Between the doctrine that the state 
should regulate everything and the op- 
posite view that it should do very little, 
there exists a middle ground upon which 
reasonable men may stand. For some 
years the course of legislation, here and 
elsewhere, has been in the first direc- 
tion. Since the result has not been 
especially happy, it would seem not un- 
reasonable to conclude that a modifica- 


tion of this policy might produce better 
results. This does not mean that pro- 
duction, trade and finance should be 


without restraint by public bodies. Ex- 
perience has shown that too great a 
degree of freedom has its penalties as 
well as extreme regulation. Of this 
truth there is a growing recognition 
both on the part of the Government 
and of what we have come to call “big 
business.” Evidence is lacking that 
public understanding travels with equal 
stride. There still exists a wide feeling 
that the railways, great industries and 
the larger banks should be subjected to 
drastic public regulation in order to 
keep them from encroaching upon the 
rights of the smaller concerns and of 
the public at large. Probably this feel- 
ing is diminishing, and if that is so it 
is a hopeful sign. For we cannot right- 
fully expect prosperity and industrial 
peace with the country divided into 
hostile camps. 

Government has upon its hands a big 
job in attempting to protect life and 
property and to see that the operations 


of production and trade are so con- 
ducted as to assure a reasonable degree 
of fairness to all concerned. It is in the 
exercise of this latter function that ex- 
cursions are likely to be made into a 
domain where government must venture 
with great circumspection. 


WHEAT 
[Te deliberations of the interna- 


tional wheat conference at Lon- 

don serve to direct fresh attention 
to a problem of great concern to the 
United States and several other coun- 
tries. That problem is how to limit the 
production of wheat or to control the 
marketing of the grain in a way that 
will assure the grower a profit. Of the 
London conference it may be said that 
its actual results were not great. Be- 
yond providing for further study of the 
problem, and an attempt to secure con- 
certed action to prevent dumping, little 
was accomplished. There was, how- 
ever, some sentiment favorable to cur- 
tailing production. 

But to say that the London confer- 
ence was destitute of results is by no 
means to belittle the attempt to im- 
prove conditions in the production and 
marketing of wheat by international co- 
operation. Such co-operation is essen- 
tial if some of the difficulties inherent 
in the problem are to be dealt with suc- 
cessfully. The mere fact that the mat- 
ter has been made the subject of an 
international conference is of great sig- 
nificance, and ultimately the delibera- 
tions at London may prove to have had 
an importance far greater than now 
appears. 

Co-operation between the world’s 
central banks is becoming increasingly 
necessary, and it is not surprising to 
see that a policy found desirable in 
finance is being extended to agriculture. 

Wheat has been in the last year or 
so the special concern of Congress, and 
a large sum of money has been ap- 
propriated to keep up its price. From 
the point of view of the farmer who 
produces the wheat this policy is con- 
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sidered as being highly beneficial. Others 
take a contrary view. Without attempt- 
ing to reconcile these divergent opin- 
ions, it may be said that it is interest- 
ing to speculate what would have hap- 
pened to the price of wheat had the 
Government not intervened to keep it 
up. This intervention was not, in fact, 
very successful. Conceivably, had the 
price of. wheat been permitted to take 
its natural course, the demand might 
have been stimulated to an extent that 
would have finally brought about a 
higher price than has resulted from the 
effort to boost the price artificially by 
the use of public funds. It is an open 
question whether or not the resistance 
to a decline in retail prices in general 
has not been a leading factor in delay- 
ing the return of prosperity. After all, 
bargains are a powerful stimulus to 
buying. 

The prosperity of our agriculture is 
highly to be desired. But whether this 
prosperity can be assured by Govern- 
ment intervention is another matter 
altogether. If it is incumbent upon the 
Treasury to maintain the price of wheat, 
does its obligation end with that com- 
modity? Various crops and articles of 
manufacture are not profitable. Has 
the Government any duty to make 
them so? 


PROTECTING INTERNATIONAL 
GOLD FUNDS 


NE of the problems which, it is 
said, may engage the attention 


of the Bank for International 


Settlements is that of securing protec- 
tion for international gold stocks against 


seizure in time of war. Some difficulty 
may be experienced in determining just 
what stocks of gold are “international” 
and what are of a national character. 
Doubtless, on the outbreak of hostilities 
an attempt would be made to shift a 
lot of gold into the category first men- 
tioned. 

One of the causes of the shipment of 
gold from one country to another arises 


from the greater safety which a nation 
feels in having the metal in its own 
possession instead of in other hands, 
however friendly. The feasibility of 
establishing one or more international 
centers where gold might always be 
kept has frequently engaged attention. 
In such case, the real ownership of the 
gold could be transferred as occasion 
arose by mere book entries. The han- 
dling of gold in this manner in this. 
way has already passed the theoretical 
stage, and large amounts of the metal 
are held in New York and other finan- 
cial centers, being “earmarked” as be- 
longing to some particular country. 
Transfers can be made by the simple 
expedient of changing the mark. But 
whether such deposits would, in all 
cases, be safe in time of war remains to 
be seen. And it is by no means cer- 
tain that the sanctity of an interna- 
tional agreement to consider such stocks 
of gold immune against seizure in case 
of war would be universally observed. 
Under extreme provocation, in time of 
war, the temptation to seize a stock. of 
gold belonging to the central bank of a 
hostile country would be so strong as to 
prove irresistible. For this reason it 
will probably be found difficult for the 
Bank for International Settlements to 
devise a plan that will afford the desired 
guaranty of protection. 

Moralists may insist that compacts 
between nations should be observed un- 
der all conditions. But in practice it 
is not easy to apply this principle. And 
this for the simple reason that one nation 
will nearly always contend that it is the 
other fellow that first violated the com- 
pact. The aggressor in a war is held to 
be the nation to be brought to book. 
But the aggressor is not always the one 
that fires the first shot. The other may 
take such steps as require military action 
by the first as indispensable to its de- 
fense. Even if the aggressor be held 
the one refusing to submit to arbitra- 
tion, the difficulty is not completely 
met. Who first gave the cause of 
offense remains in dispute. 
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The ABC of Recovery 


By RoBert P. BREWER 


The following was delivered as an address before the annual meeting of the Missouri 


Bankers Association. 


Robert P. Brewer is vice-president and member of the board 


of directors of Chatham Phenix National Bank and Trust Company, New York. 
Mr. Brewer's banking experience and banking acquaintance covers the country. He 
is widely known throughout the Middle West as well as in the East, having spent 


his early years in Missouri, Oklahoma, Texas and other contiguous states. 


Bankers 


will find sound common sense and sage advice in his remarks on business recovery. 


ECOVERY! That's what all the 

R soriscetinly all the banking 

world—is thinking about and is 
working for. 

It requires no deep study of recent 
business history to find that the greatest 
factor in our present economic situation 
has been overproduction based on over- 
optimism. The most serious overpro- 
duction has been of raw materials. And 
the greatest overproduction has been in 
the alternating waves of optimism and 
pessimism that have characterized our 
discussions, analyses and broadcasts. All 
this has tended, on the one hand, to 
bolster up false confidence and to delay 
the natural processes of deflation and 
readjustment and, on the other, to focus 
attention upon all the gruesome details 
of world-wide difficulties, from which 
we hope we are now beginning to 
emerge. It has been the worst adver- 
tised, if not the worst, business depres- 
sion of our times. And I venture the 
assertion that, just as our optimism of 
two years. ago was without economic 
basis, so our present pessimism is with- 
out justification, and serves only to ag- 
gravate the situation. 


THE AMERICAN SPIRIT 


But, after ali, there is something sub- 
lime about this cantankerous American 


spirit of ours. There is no acceptance, 
no resignation about it. When things 
go wrong, the clamor rises to high 
heaven. Everyone looks under the 
hod, diagnoses the trouble, and at- 
tempts, however inexpertly, to make the 
motor work smoothly again. As a con- 
sequence, the business situation has be- 


come everybody’s business. With each 
crisis, the causes become more definitely 
and more widely understood, and the 
response of bankers and business men 
to that particular symptom becomes 
more alert. 

In 1920, for example, retail inven- 
tories played the villain’s role. Immedi- 
ately the retailer took up the slogan 
“thin stocks and quick turns.” And he 
has remembered his lesson remarkably 
well. In 1929, therefore, the retailer's 
shelves were reasonably clean. We 
know also that there had been over- 
stimulation of consumer buying in the 
more prosperous areas. Here the con- 
sumer had stocked his shelves too 
heavily and, through the over-extension 
of his credit, had mortgaged his future 
ability to buy. But we know now, 
what most of us overlooked then, that 
overproduction had accumulated gigan- 
tic raw material inventories—wheat, 
cotton, oil, silk, rayon, wool, rubber, 
copper, coffee. ‘The machine had got 
out of hand the world over, and man 
was producing more than he could pos- 
sibly consume without first finding ways 
to confer more buying power upon the 
depleted hundreds of millions in other 
countries. In view of the problem that 
this brings to us Americans, let me ask: 
If it is our destiny to produce more 
than we are able to consume, are our 
international attitudes and relations as 
farsighted as they should be? To sell, 
you must not only produce, and make 
the public want your product, but you 
must help the consumer to purchase the 
thing you want him to buy. Can it be 
said that our attitude toward the world 
at large makes it eager to buy from us, 
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or that our foreign policy tends in any 
way to stimulate the purchasing power 
of the customers that are so necessary 
to us? We desire political isolation, but 
need economic participation. Are the 
two reconcilable? 

Now our restless, analytical Amer- 
ican minds are recharting the family 
tree of depression—its ancestry and its 
progeny, its symptoms and its conse- 
quences. And we are broadcasting this 
information to the ends of the earth. 
Is it too much to hope that we will be 
forewarned and somewhat more cautious 
in entering the next business valley? 
Is it to be hoped that upon the instru- 
ment board of the business machine we 
shall have by that time controls and in- 
dicators of overproduction and inflation, 
so that every type of inflation that we 
have known in the last fifteen years— 
and I think we have known them all— 
will be red-flagged? If the charts of 
the economists and forecasters are all 
that they should be, we shall see far in 
advance the inflation of raw material, 
both as to quantity and price; of manu- 
facturers’, wholesalers’ and retailers’ 
supplies and prices; of security prices, 
real estate and real estate securities, 
wages, salaries, standards of living; and 
of agricultural commodities and services. 
For one after another, we have had in- 
flation and deflation of all these things, 
and we have not been able to keep 
them in balance. 


RECOVERY 


Now what is the A B C of recovery? 
What is the homely prescription that 
you and I can apply to our daily living, 
that all of us can apply in order to 
bring a country as rich and as intelli- 
gent as this back to where it belongs, 
in order to do our part in bringing the 
world back to an even keel? 

As a people, we have faced many 
crises of many kinds. From our earliest 
struggles as frontiersmen, when we were 
called suddenly to action by the war 
whoop of Indians, we have depended 
each upon his own efforts, with what 
little help an equally busy neighbor 


could lend us in times of particular 
stress. We had become a self-reliant 
people, with a power of personal initia- 
tive that has challenged the admiration 
of the world. Latterly we seem to have 
forgotten our traditions, and are look- 
ing to Washington, Chicago, New 
York, or even London—anywhere ex- 
cept to ourselves—for the help we 
need. We are forgetting that our gen- 
eral prosperity is simply the sum of a 
hundred and twenty-five million solvent, 
self-supporting Americans, each family 
having solved its own share of the 
problem. And I know that you will 
agree with me that the remedy can be 
brought about only by every one put- 
ting his shoulder to the wheel and by 
contributing such privation, self-denial 
and horny-handed toil as the situation 
demands, and that there will be no 
remedy so long as we look to the state, 
to Congress or to the financial centers 
of our country. , 

The nation is made up of individuals, 
of families, of business enterprises, in- 
cluding banks, and of governmental 
units, from the smallest village to the 
Sovereign Government. To each of 
these units the same fundamentals of 
recovery apply. 

The city family that has overdrawn 
its future must find a new level of 
living, must pay its debts, must exercise 
all ingenuity, from the kitchen garden 
to odd jobs or better, in order to bring 
both its capital position and its current 
position into balance again. If. the 
head of the family is regularly em- 
ployed, this is merely a matter of ex- 
ercising self-denial and business judg- 
ment. The local banker will be glad to 
advise with every family head who is 
trying honestly to accomplish this. 

If the head of the family is unem- 
ployed, the situation is more serious; 
but we shall accomplish no good if our 
sympathy takes the form of dole, im- 
poverishing the spirit of self-reliance 
and self-preservation which made our 
pioneer fathers glorious, and to which 
we owe the inspiration that has made 
our country great. Every part of the 
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community shares in the well-being of 
every other part, and is deeply affected 
by it, and we must all join in arriving 
at a sane and equitable solution of this 
problem. 

The farm family presents a somewhat 
different problem, but the principles re- 
main the same. A revolution is going 
on in the agricultural industry. Farm- 
ing is made up of complexities and cross 
currents that run the gamut from the 
simple garden plot to the most highly 
centralized and mechanized farm. There 
is tremendous overproduction of certain 
kinds—and it promises to grow worse. 
There are catastrophes of weather. 
There are overhead charges upon in- 
flated farm values, and increasing taxes 
due to the extravagance of public bodies. 
But I wonder if there are not other 
matters which many farmers must face 
frankly. Not merely is there overpro- 
duction, mechanization and a reduced 
demand for certain grains, but the 
competitive spirit of high finance is 
threatening to spoil a mode of living 
that for centuries has been considered 
ideal. The dream of the farmer that 
his problems can be solved by legislative 
enactment is futile. In his new am- 
bitions the farmer seems to be disre- 
garding the laws of economy and of 
conservative business, and he looks to 
the Government to make this possible. 
But even Congress cannot defy the 
laws of economy and get away with it 
any more than high finance can balance 
the ledger without tangible assets. 

The problem is difficult, and the 
way out not yet discovered. But idle 
sympathy or uneconomic assistance of- 
fers no solution. In the meantime the 
problem of the individual is clear: he 
must decide on what basis his farm can 
be operated; then reduce his overhead, 
liquidate his position as far as possible, 
and study new products and markets. 
We can offer him no. better advice 
than we had from the business man; 
the best help that any man can get is 
the help he gives himself. 

For the business unit the same for- 
mula applies. ‘We have the manufac- 


turer, the jobber, the retailer, the pro- 
fessional man, the banker, the investor 
in real estate, each representing a busi- 
ness enterprise. And we must get each 
back to balance of income and outgo, 
charging off, and forgetting what must 
be charged off, getting level with the 
board, restoring liquidity and buying 
power, setting enterprise into motion— 
for no business can stand still, it must 
go forward or go back. 

There are those who believe that 
wages, salaries, living standards must 
be maintained at all costs. It is not 
pleasant to contemplate any other 
course. But if you were crossing a 
desert, and had a given supply of 
water, would you keep on using it 
freely and run out of it ten days before 
you reached safety, or would you ap- 
portion the supply in order that you 
might reach your journey’s end? 

Certain wages, in my opinion, are so 
far out of line as to prohibit buying in 
important groups. Take, for example, 
the cost of building a house. Costs in 
the trades have reached such heights 
that it takes half the life of a moderate- 
salaried man to accumulate his 50 per 
cent. of the finished price. Depreciation 
plus mortgage carrying charges may 
leave his family at the end of his life 
with a home unpaid for. 


WITH REGARD TO LIVING STANDARDS 


Many examples could be cited where 
depreciation and obsolescence dictated 
by changing styles have been good 
servants to the manufacturer, but less 
beneficial to the middle-man, and to 
the consumer too often a plague in dis- 


guise, draining him financially year 
after year. 

All this comes very close to the heart 
of the whole matter. We have been 
ready buyers, but have we been good 
buyers? Have we been thinking of 
financial progress—or have we thought 
of “keeping up with the Joneses”? I 
believe that there have been too many 
inflated and inflationary deals, too much 
optimism in recapitalizing business upon 
a dividend basis that forgets the lean 
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years, too much sharp practice, too 
much neglect of the old truth that a 
bargain is not good unless it is good 
for both sides. 

The result has been that even the 
frugal, who had maintained a normally 
sound position, were caught in the 
drastic decline of values. They, too, 
have temporarily lost their buying 
power, their liquidity and their con- 
fidence. 

Every family and every business 
needs to think hereafter in terms of 
permanent financial progress. Its first 
principle should be to get into a bal- 
anced position of income and outgo, and 
to readjust itself quickly to this level, 
year upon year. Delay in accepting 
the inevitable, and artificial means of 
sustaining illogical levels only prolong 
and accentuate the difficulty. We need 
a spirit of co-operation among those 
who are linked together in dividend 
and wage arrangements, so that all may 
give and take, to reach the new level 
which we trust will be the permanent 
basis on which to build. But when we 
talk about inflation and excessive opti- 
mism in terms of individuals and of gen- 
eral industry, we must include the 
banking business, too, for we ourselves 
are involved in these mistakes. 

About two decades ago the number 
of our unit banks began to increase at 
a startling rate, reaching a peak of more 
than 31,000 in 1921. As we see it 
now, this was but another unfortunate 
expression of the inflationary spirit 
which followed the great war. Bank- 
ing appeared to be an easy and highly 
profitable business. Bank charters came 
easily. Banks were established in vil- 
lages much too small to produce sufh- 
cient business, and in small communities 
that were dependent on a single indus- 
try, such as mining or oil, or on a 
single crop. 

The result was inevitable. Since 
1921 there has been a tremendous re- 
cession in the number of banks, the 
climax coming during the last year, 
when 1345 banks, with deposits ag- 
gregating $865,000,000, closed their 


doors. Or, in the words of a recent 
report of the Economic Policy Commis- 
sion of the American Bankers Associa- 
tion, in the year 1930 one bank closed 
out of every eighteen in operation at 
the beginning of the year, involving $1 
out of every $63 of deposits. Small 
banks in drought-stricken agricultural 
areas suffered chiefly, but every type of 
banking organization, small and large 
unit banks, branch, chain and group 
banks, were involved in the situation. 

Complex economic conditions, adjust- 
ments and changes during the last ten 
years have undoubtedly contributed to 
this debacle. Recessions and trade re- 
actions have carried many a good cus- 
tomer of ably managed banks down to 
a point where he could not meet his 
obligations. Population has shifted, 
and business has been diverted to other 
points through the influence of new 
transportation and new merchandising 
methods; well-thought-out investment 
programs have collapsed through the 
disastrous decline of security values. 
But the cardinal fact that stands out in 
this tragedy is that survival has de- 
pended universally on the type of or- 
ganization. Sound management means 
not only correct operating technique 
for the realization of adequate profits 
and for the conservation of assets, 
means not only responsibility and in- 
tegrity in all business relations, but also 
economic intelligence in anticipating 
and dealing with complex economic 
trends and conditions. The fact that 
so many banks have remained solvent, 
and even reasonably profitable, during 
the trying years since the war, indicates 
that our banking structure is funda- 
mentally sound, and possesses to a high 
degree the essentials of good manage- 
ment. 

We cannot disregard fundamental 
economic trends and conditions, nor 
can we blame them for our mismanage- 
ment and bank failures. Good manage- 
ment must anticipate these, must cir- 
cumvent them, must conform to them. 

Economically intelligent bankers have 
foreseen the trend which has changed 
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their town from a three-bank to a two 
or a one-bank community, and have met 
the situation promptly by liquidation 
or consolidation. They have responded 
to the most approved operating tech- 
nique, by maintaining liquidity through 
adequate secondary reserves and diversi- 
fication of loans, by bringing costs into 
proper ratio with income, and by co 
operating with their neighbor bankers 
through city, county or regional clear- 
ing houses. On the other hand, the 
independent group, branch or chain 
banker that has believed that he could 
muddle through, that he could drift 
with the tide that has turned against 
him, has met only with tragedy. 

Real leadership of the highest order 
is needed today as never before in 
American banking. It was inevitable, 
as a result of the many recent failures, 
that both statesmen and the general 
public should be in a critical frame of 
mind. The reverence that once existed 
for banking as a profession has been 
seriously impaired. Government agen- 
cies are contemplating remedial mea- 
sures, some of them drastic in their 
nature, but while admittedly some of 
these external remedies are both de- 
sirable and necessary, nevertheless it 
will be a grave reflection on our leader- 
ship if the reform in our banking sys- 
tem does not come from within rather 
than from without. Personally I be- 
lieve there is still a place in the United 
States for the capably managed unit 
bank, and that it will continue to be a 
force in our financial structure. It is 
conceivable, however, that peculiar busi- 
ness and economic conditions may sug- 
gest the wisdom of authorizing under 
proper limitations a strong bank at a 
central point to serve outlying com- 
munities, through a system of branches 
in the same county or a restricted area 
where unit banks cannot be operated 
profitably. 


BRINGING GOVERNMENT INTO LINE 


From the viewpoint of prompt re- 
covery, our great banks and industries 
stand in a position of advantage be- 


cause, most ably and most rigidly con- 
trolled, the larger corporations have 
been most alert to the neceSsities of the 
situation. They have more quickly put 
themselves again into balance. They 
have more quickly pruned overhead and 
launched out into new sources of busi- 
ness and profit. And, at the other ex- 
treme, stand all Government bodies, 
which feel less dependent on the out- 
come of every day's business. Our na- 
tional Government this year has ex- 
ceeded its income by a round billion, or 
about 25 per cent. No corporate man- 
agement could retain its seat with such 
a record. Most of the excess expendi- 
ture has been opposed by the executive 
branch. Some of it has seemed 
necessary because of the extraordinary 
emergencies of the last two or three 
years. But much of it is an abandon- 
ment of the old American principle of 
self-support and self-preservation. We 
are perilously near that state of de- 
pendence upon the Government for per- 
sonal support which leads to intellectual 
dishonesty and spiritual sterility. This: 
could never have occurred in the old 
days when it would have been apparent 
to all that the dole-taking family was 
dependent upon neighbors and friends, 
instead of upon an impersonal and gi- 
gantic organization—made up, however, 
of fellow citizens. 

The idea of public works as a relief 
for unemployment in times of business 
depression is, I believe, thoroughly 
sound; but it is sound only if the Gov- 


-ernment, refusing unnecessarily to draw 


labor away from business during active 
seasons, concentrates its routine build- 
ing program upon slack periods, and 
then at a wage not too high to prevent 
labor from returning promptly to in- 
dustry. Otherwise it is merely an extra 
burden of taxation—the last straw that 
so often breaks the camel’s back. If we 
want to apply the principle of public 
relief in any form, it will, I believe, be 
economically helpful only if during 
prosperity the Government sets aside 
from its surplus a sinking fund to meet 
such: extraordinary demands. 
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Meantime the extravagance of many 
governmental bodies, from town to na- 
tion, has laid a devastating blight of 
taxation upon everything taxable. Gov- 
ernments are made up of citizens. It is 
for each of us, co-operating in our 
unit, to get that unit back to a basis 
where debts are reasonable, carrying 
charges and sinking fund requirements 
are feasible, where it is borrowing only 
for permanent or capital improvements 
that are essential and affordable, and 
where money in bank and current re- 
ceipts exceed current expenditures for 
all operating purposes. If this means 
that good roads or elaborate schools 
must come more slowly, or that some 
of us may have to seek other jobs, then 
that is the thing to do. But it need 
mean nothing more drastic than reject- 
ing paternalism in government as well 
as wasteful, extravagant and even dis- 
honest public administration. 


TWO CONFLICTING VIEWPOINTS 


There have always been two angles 
of approach to every public question, 
one emphasizing the personal welfare 
of the individual and the other the 


common wealth. It is inevitable that 
these should at times be in conflict. For 
example, it might seem that with 275, 
000,000 bushels of wheat in storage and 
“no place to go,” the only sensible 
thing to do is to give it away to those 
who are needy. This seems a simple 
solution. But what happens? To give 
away wheat and flour in quantity 
crushes the market for all wheat and 
flour, no matter by whom it is held. 
Further, it discourages the initiative of 
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the self-sustaining and crushes the in- 
itiative of the recipient of charity, and 
our economic structure—the best that 
anyone has so far been able to devise— 
is completely wrecked. And what have 
we to replace it? Has the Government 
shown such efficiency in business that 
we can look for betterment by putting 
the Government in charge of all busi- 
ness? Is there anything in the history 
of Russia or Italy for which we would 
trade our American system of individual 
initiative? : 

Let us rather continue to be in- 
dividualists. Let our inherited spirit of 
pioneering force its way through this 
complex and swiftly moving period. 
With faith in the order we have, let 
us work, each for himself, all for one 
another, to perfect the wonderful eco- 
nomic machinery which on the whole 
has served us so well, and has brought 
us so far along the road to safety, com- 
fort and enlightened happiness. 

In all this the banker has a self- 
evident place. He has a fundamental 
responsibility to be economically sound 
in precept and practice. He must set his 
own house in order—balance, liquidity 
and new momentum. He must advise 
every other unit—government, business 
and family—on these principles and 
their application to the particular situa- 
tion.. He must seek as rapidly as pos- 
sible to bring back the condition of self- 
support and momentum to each of these 
units in his community. This is an 
urgent duty—not merely a privilege. 
For the banker sits at the crossroads of 
all economic life, and he, more than 
anyone else, should see to it that funda- 
mentals are applied to speed recovery. 





Should Banks Advertise to Banks? 


Does Bank-to-Bank Advertising Offer Any Definite Advantages, 
and If So, What Are They? 


By L. A. CHAMBLISS 
Assistant Vice-President Fidelity Union Trust Company, Newark, N. J. 


FORMER president of the Amer- 

A= Bankers Association, asked on 

a convention platform, “Do 

banks spend too much money for ad- 

vertising,” answered, “They spend too 
much money for bad advertising.” 

On its face this sounds familiarly like 
the optimistic market letters now clut- 
tering the mail: illusive, indefinite and 
capable of double meaning. On analysis, 
however, it is an exact truth, expressed 
in exact language. A great part of the 
arguments that have waged around bank 
advertising, though they have appeared 
to discuss the problem abstractly, really 
and at heart were a difference of opin- 
ion as to how banks should advertise, 
and much of the objection to bank ad- 
vertising was not objection to the idea 
itself, but to “bad advertising’ which 
had offended the common sense and 
good taste of the objector. 

Bank advertising got off to a bad 
start. But this is truism that can be 
mouthed about advertising in general, 
about the incandescent bulb, the tele- 
phone, the automobile and any other 
endeavor or product that depends upon 
experimentation. 

Today, however, bank advertising 
men as a class are far ahead of bank 
advertising men of yesterday. And 
much “bad advertising” is being elimi- 
nated. When the question, “Is bank 
advertising worth while?” comes up, 
however, it is still pertinent to ask, 
“What kind of bank advertising do you 
mean,” and press the point as to copy, 
layout, media, timeliness—which last is 
to bank advertising what available dis- 
tribution is to other advertisers. 

Thus the matter of banks advertising 
to banks. Any approach to the prob- 
lem must at the outset discard “bad 


advertising,” as to media and copy ap- 
peal. It is foolish for a bank which is 
conducting purely a country business to 
advertise for correspondent accounts. 
Likewise, if banker cultivation is the 
object of the campaign, it would ordi- 
narily be unwise to use national pub- 
lications in the general field as ex- 
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clusive media, with the large waste cir- 
culation. 

As to media, advertising to banks 
through banker publications is an old 
institution. Historically, it may be one 
of the earliest forms of bank advertis- 
ing. In essence, it involves the entire 
question of trade-paper advertising, and 
at the risk of digressing it may be well 
briefly to review it in this light. 
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Specialized media advertising has cer- 
tain definite advantages. To the na- 
tional advertiser, it permits particular- 
ized copy appeals, a thing of increas- 
ing importance in this day of multiple 
products and keen competition. Thus 
trade publications may merchandise par- 
ticular products suited to particular 


vistas in the largest 


of the many interesting 
single 
banking room in the world— 


mUNION TRUSTa. 


‘Resources over $00,000,000 


Advertising the world’s largest banking 
lobby. 


trades. To the local and trade adver- 
tiser, it permits concentrated circulation 
and corresponding rates. Also, it per- 
mits identification with the trade. 

Perhaps the agency space buyer may 
find this last hard to analyze. But it 
is clear to most executives, and was no 
doubt the reason that gave trade-paper 
advertising, whether banking or manu- 
facturing or merchandising, its first 
impetus. There is value in being well- 
known to the trade, a value not mea- 
sured in annual profits. 

Trade papers have done invaluable 
work for many industries. They have 
fought adverse legislation. They have 


sought to correct unfair competition. 
Above all, they keep management posted 
on trends, inventive developments, mer- 
chandising ideas and personal prob- 
lems as to their newer phases. There 
are many executives who will frankly 
admit that they consider following their 
trade papers a vital one of their routine 
duties—in order to keep abreast of the 
times. 


TRADE IDENTIFICATION 


Insofar as trade identification was the 
thought back of the earlier bank adver- 
tising in banker publications, certainly 
the medium chosen was not “bad adver- 
tising,” and should not be condemned 
as such. It gave identification with the 
trade, through concentrated circulation. 
And it also had very definite collateral 
advantages of an advertising nature 
which bring it clearly into the realm of 
advertising. 

National advertising for banks has 
long been a moot question among ad- 
vertising men. At the last Financial 
Advertisers’ convention in Louisville, 
national advertising found surprising 
support in a debate from the floor, on 
the ground that it developed reserve de- 
posit accounts from the larger corpora- 
tions. Such accounts are becoming 
more and more desirable in the eyes of 
these corporations as they spread their 
funds around the country, particularly 
from the standpoint of establishing 
banker good-will in communities through 
the country in which these corporations 
have developed or are developing an 
active market for their products. 


COLLATERAL ADVERTISING ADVANTAGES 


The matter of collateral advantages 
which may be obtained from advertising 
to fellow bankers in banking publica- 
tions is a question of almost limitless 


debate. But in essence it is a question 
of copy appeals. There are very def- 
inite advantages which can be obtained, 
varying of course as to the bank—its 
location and its facilities. 

Recently, a friend wrote, “I am quite 
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aware that it has been customary for a 
great many years for banks to advertise 
to banks, and I have always been some- 
what curious just why this should be 
done in most cases. I can understand a 
bank like the Union Trust Company in 
Cleveland advertising to banks that it 
has an overnight collection service which 
permits its correspondents to serve their 
own customers better. Under specific 
conditions I can also justify to myself 
the advertising of other exceptionally 
good mechanical services.” 

In essence, isn’t this a criticism as to 
copy appeals rather than the broad 
question of whether banks should ad- 
vertise to banks and in their trade 
papers? If a bank has a mechanical 
service to offer this should certainly be 
featured—all other factors being favor- 


able. 


ADVERTISING FOR CORRESPONDENT 
ACCOUNTS 


It is apparently true that advertising 
for correspondent account business is 
somewhat on the wane, partially because 
of the activities and development of 
the Federal Reserve check collection 
system. Advertising for this type of 
business, however, is still in order for 
particular banks, and for them copy 
featuring this service, analyzing it, de- 
scribing it, should be used. The ele- 
ment of “personal service” remains a 
highly important factor in correspon- 
dent relationships, and there is also to 
be considered the desire on the part of 
banks to maintain out-of-town balances 
with banks in the great metropolitan 
centers. This is a problem for the 
copy writer to have out with his chief. 
He may prefer to use institutional 
copy. In the case of the large city 
bank with a well-organized new busi- 
ness force, this has advantages, for the 
new business men, contacting the pros- 
pects regularly, can present the tech- 
nical story much better than can adver- 
tising copy. Even so, it is always a 
good rule, even in institutional copy, to 
keep the name of the product for sale 


prominently before the reader. For a 
bank without adequate new business 
representation, the advertising copy 
must do the complete job, and should 
contain a comprehensible statement of 
the advantages the bank has to offer. 
The advertising of check-collection 
services, while not as generally advan- 
tageous perhaps as some years ago, still 


...in AMERICAS 
INDUSTRIAL CENTER 


Oren corpora: 


tions and individ - 
uals move from : 
your city to the & 
Newark territory, >3 
give them a letter 

of introduction to 
New Jersey's 
largest bank- 


FipELIry UNION 
Trust COMPANY 


Member Federal Reserve System 
Newark,New Jersey 


Emphasis on strategic location and size. 


has its place. It cannot indiscriminately 
be called “bad advertising,” and so long 
as it is intelligently done, is eminently 
justifiable. 

Don Knowlton, publicity manager the 
Union Trust Company of Cleveland, 
says, “We get correspondent bank busi- 
ness from all over the United States, 
and we have found advertising in the 
bank magazines of great benefit to us 
as a background for our salesmen. 
Whether our representative calls on a 
bank in Maine or one in Arizona, as 
soon as the name of the Union Trust 
Company of Cleveland is spoken the 
local banker usually says, ‘Oh, yes, 
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that’s the bank with the biggest lobby 
in the world. Come on in.” 

There are other important collateral 
advantages to be had by banks adver- 
tising to banks, which can be stressed 
in the copy appeal in cases where the 
collection-service appeal cannot be 
made, or even as a variation of this. 


ADVERTISING FOR CORPORATE ACCOUNTS 


The American population is a shift- 
ing one. It is no uncommon thing for 
entire manufacturing units to shift 
suddenly from city to city, carrying 
with them important executives and 
their families. This migration of in- 
dustry and people is accompanied by a 


One of a@ Series of Advertisements on the Founding of Detrout Industries 


... behind those ICE CUBES 
in Your Home 


| and tedious has been the develop 
ment of the science of food preservation. 
It began crudely ages ago in the dark and 
dingy cave. 4t progressed slowly to the 
cooling cellar, the farm spring house and 
the well. It reached some degree of satis- 
faction in the old-fashioned sce chest and 
cabinet 

Then, in 1914, out of one of those little 
experumental shops for which Detroit 1s 
so yustly famous, emerged the first domes: 
tie electric refrigerator. It was 


quickly took its place not only among 
Detroit's mayor industnes, buc among 
those of the country. 
Once again Detroit genius proved its 
originality and determination, for years 
of research and work lie behind those ice 
cubes in your home. 
Without those amazing Detroit inven- 
tars and their priceless gift of trans 
lating theories into practical use, the 
electric refrigerator might nev.r have 
become a fact. Without the 


something for which the world 

had been waitung something 

that promised better health, 

better food sanitation and great 

er convemence. Its success was i 

assured from the start and the 7 

electric refrigeration business FiRst 
NATIONAL BANK 

IN DETROIT 


stability and growth of indus- 
tries such as the electric refnig 
eration industry, a bank of the 
size, scope and character of 
First National Bank in Detroit 
migh< never have become a 
realization 


Identification with Detroit industries. 


migration of corporate and individual 
bank accounts and _ contacts—highly 
desirable business to the banker in the 
city to which the unit moves. 

The home-town banker is an im- 
portant influence in the placing of this 
business. It is frequently placed in the 


new city upon his advice and recom- 
mendation. The individual executives 
usually follow the company account 
with their individual accounts. And 
thus, upon a chance, casual conversa- 
tion, usually depends a large volume of 
new business. The senior executive 
stops at the desk of his friend the 
banker. “Joe,” he says, “what bank 
do you think we ought to use in New 
Orleans?” Joe may or may not refer 
to the banking directory. The chances 
are he will wish to appear already 
versed in such matters as the history 
and standing of banks. He will lean 
back with a wise look and reply, with 
casual impressiveness, “We think very 
highly of the Blank Bank and Trust. 
They are a well-known, large bank. 
I'll give you a letter of introduction to 
them.” 

This process is not unusual. Rather, 
many well-versed new business men 
consider it the ordinary source of leads, 
in cases of removal from one city to 
another. They have come to this con- 
clusion after painful experimentation in 
calling on new companies, to find their 
banking contacts already established, 
and by letter of introduction. 

By advertising to other banks, banks 
can make a strong bid for this migra- 
tory business. They can seek to influ- 
ence Joe’s opinion, which in many cases 
is given off hand. They can make an 
outright bid for letters of introduction, 
using this as the key thought in their 
copy. It is precisely this kind of busi- 
ness that strong institutional copy culti- 
vates. By size of space, character, and 
arrangement of layout and art work, 
the impression that the advertising bank 
is large, well-known and _ progressive 
can be conveyed. New ideas, striking 
displays, all such things contribute to 
this end. The real purpose of the ad- 
vertising is to convey to the many Joe's, 
the impression that there is only one 
bank in New Orleans. 


THE QUESTION OF SIZE 


And the size of the advertising bank 
need not be a determining factor. A 
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relatively small bank, by making such 
an appeal, may attract accounts away 
from a much larger one. It is a com- 
petitive matter, where the best adver- 
tiser wins. The test is whether the 
bank is located in a town or city into 
which new people are moving, so that 
it has an actual possibility of attracting 
such business. ‘There are communities, 
and banks, which have no need for this 
type of advertising. They are becom- 
ing fewer each year, and with each 
stride forward of mechanical and in- 
dustrial progress. But where changes 
in population exist, banker advertising 
is an aid to the solicitation of new 
business. 

There is another important collateral 
advantage to banker advertising. 

With mergers and concentration the 
order of the day in industry, banks 
more and more find that important 
prospects in their local territories are 
branches of some far-flung organization 
whose headquarters are in a remote 
city—New York, St. Louis, Detroit, 
Wilmington, San Francisco. The bank 
account which they are soliciting is 
controlled at the head office. The 
proper and most logical method of ap- 
proach is through the local banker. 
Their letter of solicitation is received 
as a part of the routine mail. Whether 
or not it receives merely a_ polite 
answer or provokes an effort at inter- 
view on the part of the receiving 
banker must depend greatly on whether 
or not the banker ever heard of the 
bank making the solicitation, and on 
what his opinion of that bank may be. 
This need for recognition—to be 
known—applies to banks of all sizes 
and conditions. 


REACHING BUSINESS THROUGH BANKS 


Charles H. McMahon, assistant vice- 
president, First National Bank in De- 
troit, expresses this thought when he 
says, “In advertising to other banks, 
we believe we are advertising in- 
directly to other business in general. 
Bankers’ fingers are in many pies. 
An out-of-town banker may decide in 


which bank the Detroit account of one 
of his local customers will be carried. 
I know that we are constantly asked to 
go to the front in large Detroit cor- 
porations for banks in other cities.” 
Again, Fred W. Ellsworth, vice- 
president, Hibernia Bank and Trust 
Company, New Orleans, says of the 
same idea, “Of course I am referring 
to sizable banks in sizable towns of, 
say, 50,000 population and up. My 
reason for taking this position is that 
almost invariably whenever commercial 
concerns have occasion to transact 


business at distant points, their local 
bank is consulted, and naturally recom- 
mends banking friends in the other 


2 out of every 3 
WISCONSIN BANKS 


are correspondents of 


the First Wisconsin .. 


MC cae than 114,000 man end 
women have savings accounts 
at the First Wisconsin National 
Bank .... More than 22,000 
have checking accounts ... And 
borrowing customers total more 
than 7,500 . . . Complete facili- 
ties, a thoroughly experienced 
official staff and willingness to 
offer friendly, intelligent coopera- 
tion at all times enable the First 
Wisconsin to serve this extensive 


clientele effectively day after day. 


FIRST WISCONSIN 
NATIONAL BANK 


Citing its record on correspondent 
service. 


cities. It always has seemed to me to 
be logical and sensible for a bank to 
make itself known to other banks, and 
the least expensive manner in which 
this can be accomplished is by advertis- 
ing in those periodicals which are read 
by bankers generally.” 
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New Frontiers for Old 


Progress of the Utilities Under Group Management 


By Howarp C. Hopson 
Vice-President and Treasurer Associated Gas and Electric Company 


American frontier in 1890 left 
a heritage of perplexing eco- 
nomic problems for future generations. 

Pioneers who filed through the Cum- 
berland Gap, spread out through the 
oak-openings in Michigan, and streamed 
along the Oregon and Santa Fe trails, 
were urged on by the promise of free 
lands and economic independence. 
There resulted a phenomenal conquest 
of continent that is unparalleled in 
world history. 

As the best lands were preempted, 
this rapid westward expansion ceased, 
and a new problem arose. The prob- 
lem was how to build an enduring 
prosperity by the development of re- 
sources already possessed—since there 
was no longer the hope of winning 
new lands. The old natural frontiers 
were being replaced by economic 
frontiers of another kind, infinitely 
more complex and infinitely more diffi- 
cult to conquer. For this new develop- 
ment meant not only creating a great 
agrarian society, but superimposing on 
it an intricate industrial society. And 
the interests of these two have not 
always been the same. 

The history of the public utility in- 
dustry presents a somewhat analogous 
development. The first frontier to be 
achieved was the extension of gas and 
electric service to all possible customers, 
stringing wires and _ laying pipes 
through the streets of cities as well as 
to inaccessible hinterlands. This ex- 
pansion was natural and comparatively 
simple. But this advance is apparently 
nearly completed—a frontier is being 
vanquished. The manufactured gas in- 
dustry gained only 4500 customers in 
1930. The electric light and power in- 
dustry has extended service to 20,438,- 


[) Atercan front of the last 


774 homes, 70.5 per cent. of the total 
number in the United States. Of the 
homes remaining unwired, two-thirds 
are not within reach of transmission 
lines. Saturation in the number of cus- 
tomers is therefore apparently nearly 
reached. The problem of new frontiers 
in the utility industries centers about 
developing use of gas and electricity in 


Howarp C. Hopson 


homes and factories that have service 
already, of inventing new uses to make 
both these fields of expansion more 
fertile. 

An indication of the importance of 
electricity and gas in our national ex- 
istence is the belief by some economists 
that it is these industries which wil! 
lead us out of the economic wilderness 
in which we are wandering. Now that 
the automobile trade seems to have 
shot its bolt, they see in the manufac- 
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ture of gas and electric appliances the 
business needed to supply the United 
States with the industrial stimulation 
that will swing along another cycle of 
prosperity. It is estimated, for ex- 
ample, that there is an additional poten- 
tial market in domestic electrical ap- 
pliances alone that amounts to about 
$24,000,000,000. 


1880—First Associated hydro-electric 
plant, located on Lower Falls of Gen- 
esee River at Rochester, N. Y. This 
has been replaced by a 48,000-horse- 
power development of the Rochester 
Gas and Electric Corporation of the 
Associated System. 


The public utility business is essen- 
tially one of long-range policies. The 
industry’s leaders cannot be opportu- 
nists, like politicians; they must build 
for the demands of decades hence, as 
well as for the exigencies of tomorrow. 
In order to touch upon these policies, 
then, it is necessary to make some at- 
tempt at inventory and evaluation of 
the gas and electric business, for only 
by generalizing from the events of the 
past are we able to look with any as 
surance into the future. 


“WHAT HATH GOD WROUGHT?” 


Development of electricity has been 
swift and spectacular. Its achievement 
during a half century is measured, 
roughly, in service to 24,701,972 cus- 
tomers—70 per cent. of the nation’s 
homes and 75 per cent. of the nation’s 
manufactures. This means that the 
ways of life and the methods of busi- 
ness of a whole country have been 
changed by the magic alchemy of 
electric power. 

Of course, the telegraph, flashing the 
query, “What Hath God Wrought?” 
between Baltimore and Washington in 
1844, and the telephone with its first 
exchange in New Haven in 1878 were 
important enough, but they were only 
two utilities. It remained for Mr. 
Edison to herald the electrical indus- 
try when in 1879 he applied for a 
patent on “a lamp with a high resis 
tance filament.” 

Skepticism of the public and timidity 
of bankers followed even after the 
establishment in 1882 of Edison’s 
famous Pearl Street Station in New 
York. As late as 1885 there were no 
private residences lighted by electricity 
—theaters, banks, newspaper offices and 
hotels being pioneers in the new utility. 
In the latter year, when the electric 
industry held its first convention in 
Chicago, 600 lighting companies were 
reported in the United States, only 60 
of which were even attempting to 
furnish electric service night and day. 
And it is interesting to note that even 
in 1885 there were complaints that 
electric companies were making too 
much money, though the companies 
themselves hardly knew whether they 
were winning or losing in their new 
ventures. 

Progress has been especially rapid in 
the last generation. In 1902 there 
were 3600 central lighting and power 
plants in the United States with a 
capital investment of $504,740,000. 
This number increased to 6542 in 1917, 
but mergers and combinations cut it 
down to 2775 by 1930. Capital in- 
vested now aggregates $11,800,000,000. 
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Customers that totalled 583,000 in 
1902 now number 24,701,972. 

Gross revenues that were $84,187,000 
in the second year of the Rooseveltian 
era are $2,155,000,000 in the second 
year of the Hoover administration. Of 
this amount, $705,000,000 is derived 
from domestic service. And the 
2,507,051,000 kilowatt-hours generated 
then have grown to the enormous total 
of 93,026,000,000 kilowatt-hours, an 
increase of 3711 per cent., to make the 
power production of this country 
greater than that of all the rest of the 
world combined. This phenomenal ad- 
vance has taken place while the popula- 
tion of the country was growing from 
76,500,000 to 122,775,000, a gain of 
only 65 per cent. 

These years have seen electrical devel- 
opments wondrous enough to astound 
even a _blasé post-war generation. 
The decade 1910-20 saw the develop- 
ment of wireless communication, direct 
lighting, electric signs, street lighting, 
long distance telephony, light duty ap- 
pliances such as fans, toasters, vacuum 
cleaners, flatirons, and the electrifica- 
tion of industry through motorization, 


heat treating, and 
welding. 

The swift progress of the war decade 
was continued in the years that fol- 
lowed. Between 1920 and 1930 out: 
standing electrical developments in- 
cluded radio broadcasting, indirect 
lighting, railroad electrification, neon 
sign lighting, ornamental street light- 
ing, gas-filled Mazda lamps, machine 
telephone switching, floodlighting, heavy 
duty appliances—like washing machines, 
ranges, refrigerators, oil burners, water 
heaters—and modernization of indus: 
try with electric furnaces and ovens, 
electro-deposition of metals on a large 
scale and fabrication by electric weld- 
ing. 

These figures and facts are admit- 
tedly impressive, but what is more 
impressive is the revolution they have 
made in living and working, a revolu- 
tion so great that the world of today is 
as different from the Eighteenth Cen- 
tury as the Georgian era was different 
from the age of Plato. The home is 
lighter, more cheerful, more interesting. 
The old adage that man’s work lasts 
from sun to sun but woman’s work is 


electro-chemistry 


Gas and electric plant of Rochester Gas and Electric Corporation of Associated System. 


Steam-power plant in center-rear, gas plant in foreground. 


The System serves 


142,000 electric, 111,000 gas customers in Western New York. 
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never done, is as outmoded as panta- 
loons and periwigs. One author has 
estimated that there were eighteen 
wives for every ten husbands in 
Colonial days; the Pilgrim Fathers were 
tough and lived long, but work and 
hardship made short shift of the Pil- 
grim Mothers. 

The modern housewife has electric 
and gas servants which make her a 
house manager rather than a_ house 
drudge. Not only has her work been 
made lighter, more efficient, and more 
pleasant, but it has also been shortened, 
so that American women are freed 
from hot kitchens and weary hours over 
washtubs to enjoy their clubs and 
other social activities, their families and 
friends. | These conveniences have 
made the home a more comfortable 
place in which to live. The radio, 
and soon, perhaps, television and home 
movies will make it a vastly more in- 
teresting place, too. When the break- 
up of the home and dismemberment 
of the American family is an evil of 
which the moralists and _ sociologists 
warn us to beware, electricity’s contri- 
bution to the permanence of the home 
is of eminent value. 


HIGH WAGES AND BIG HORSEPOWER 


It would be as idle as it is impos- 
sible to detail here the innumerable 
benefits electricity has brought industry 
and commerce. One important though 
less obvious contribution is its help 
in decentralizing industry. By making 
adequate power available in rural! dis- 
tricts as well as in cities, it has made 
possible more nearly even distribution 
of industries over the land and less 
concentration of population in urban 
areas. It cannot be questioned, either, 
that power has raised the standard of 
living of the American worker. Ameri- 
can wage-earners are the highest paid 
in the world, and this superiority is 
attributed largely to use of power and 
machinery in American industry on a 
scale not approached elsewhere. Indus- 
try here uses an equivalent of four 
horsepower for each industrial worker, 


compared to barely one horsepower in 
other countries. 

The spirit of the dynamo has pene- 
trated to the farms, too. More than 
120,000 farms were electrified during 
1930, a gain of 214% per cent. over 
the number receiving service at the end 
of 1929. Ever since 1923, when there 
were only 166,000 farms wired for 
electricity, the rate of increase in the 
number of electrified farms has doubled 
every three and one-half years, and 
the total number at the beginning of 
1931 was estimated at 680,000. 

The 140 uses for electricity on the 
farm have lifted heavy burdens from 
farmers’ shoulders. Electric power is 
used in pumping water, pulling stumps, 
making butter, milking cows, hatching 
chickens, grinding feed, shelling corn, 
sawing wood, mixing fertilizer, shear- 
ing sheep, clipping cows, and in the 
usual household ways that also benefit 
the city dweller. 

The current agrarian movement, 
championing a return to the soil and 
an agricultural society as the best means 
of cultivating the arts and retaining 
man’s individuality, gains much momen- 
tum from the fact that the farm is 
now really a better place to live, being 
no longer darkened by the deadening 
toil that formerly drove the youth of 
rural communities to the cities. 

President Hoover well summarized 
the situation when he said: “The factor 
that has been primarily responsible for 
the tremendous changes of the last 
century, and without which modern 
civilization could not exist, is mechani- 
cal power. The form in which in 
increasing degrees such power is being 
applied, is electrical energy—the great- 
est tool that has ever come into the 
hands of man. The degree to which 
we utilize this tool, as a substitute for 
manual labor, will largely determine the 
rate of our industrial and social prog- 
ress.” 

FIVE AGES OF ELECTRICITY 


Electricity has, indeed, gone a long 
way since the early Greek philosophers 
began to wonder at that most rudi- 
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Turbine-generators at Saluda River hydro-electric plant in South Carolina. 
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Each 


has a capacity of 55,560 horsepower. 


mentary form of electricity—magnet- 
ism. The story of electricity may be 
divided, accordingly, into five periods: 
(1.) The Age of Superstition. 
This is typified by the example of 
Thales of Miletus, one of the first of 
Greek philosophers, who in 588 B. C. 
suggested to his companions that a 
stone might have a soul. He was at- 
tempting to explain why the magnetic 
stone which came from Phrygia at- 
tracted chips of iron. This was the 
beginning of an interest in electricity. 
(2.) The Age of Invention. 
Although both the telegraph and 
telephone were in use before Edison’s 
invention of the incandescent lamp, it 
was this and other inventions by the 
wizard of Menlo Park that really in- 
augurated our present electric era. 
From the time of Eve to the time of 
Edison, little change had been effected 
in the methods of doing housework, 
and the revolution in household 
methods was merely one result of a 
series of inventions of appliances which 
began with this new age. The Age of 


Invention is not confined to the first 
decade of the incandescent lamp, how- 
ever, as is signified by the fact that 
Edison is still living and still inventing. 

(3.) The Age of Designing Engi- 
neers. 

This is illustrated by the period when 
the Edison licenses and the Thompson- 
Houston licenses were issued to operat- 
ing companies. This is the period 
when the only persons who understood 
the scientific theory and commercial 
application of electricity were the manu- 
facturing companies who produced 
central station machinery such as the 
BrushSwan Co., Thompson-Houston, 
and later, Westinghouse, General 
Electric and Allis Chalmers. The 
manufacturers were the ones who issued 
licenses to use various kinds of central 
station equipment, and they were also 
the ones who owned considerable inter- 
ests in the central stations. The manu- 
facturer was, in other words, the domi- 
nant factor. 

(4.). The Age of the Operator. 


Dominant importance was shifted to 
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the operator of the central station in 
this age. The manufacturer becomes a 
mere manufacturer, and the engineer 
a mere engineer. This is the period 
when such men as Stone, Webster, 
Mitchell, Insull, Barstow, Byllesby, 
Huntly, Dow, Mange, and many others 
entered the business. It was a monopoly 
business, consisting mainly of service for 
ligting. Power was furnished only for 
those who wanted it. 

(5.) The Age of the Merchandisers. 

Almost every service the industry 
offers is now competitive except light, 
which now brings in only about one- 
quarter of the entire revenue. All 
other forms of electric service are 
directly or indirectly competitive. For 
example, the vacuum cleaner is com- 
petitive with the carpet sweeper and 
broom, the refrigerator with the 
ice box, and so forth. Gas is almost 
entirely competitive at the present time. 
In other words, the present period is 
one of competitive selling by mer- 
chandise-minded men. 


WHAT OF GAS? 


A forty-foot tower in Richmond, 
Va., was lighted by gas as early as 
1803, but the earliest use of gas for 
house lighting was in 1812 in the resi- 
dence of David Melville, in Newport, 
R. I. The first gas light company in 
the United States was formed in Balti- 
more in 1816. Other landmarks are 
the gradual use of gas for cooking, a 
use that began in the middle of the 
century; the discovery of the Bunsen 
burner in 1855, a discovery potent in 
the application of gas to industrial 
heating; the invention of the incan- 
descent gas mantle in 1885 by Carl 
Auer von Welsbach, which prolonged 
the use of gas for lighting, and the 
introduction in 1915 of the use of gas 
for refrigeration. 

However, gas, somewhat battered by 
the inroads on its domain made by 
electricity, was growing slowly in use, 
and even a decade ago the industry was 
said to be headed for the scrap heap. 
It was prodded out of its lethargy in 


1920 by research, however, with the 
result that production during the last 
decade has been greater than during 
the preceding century. 

The entire industry has received re- 
markable impetus from the practice of 
mixing artificial and natural gas. The 
natural gas industry was founded in 
Fredonia, N. Y., in 1821, but it was 
not till 1865 that a distributing com- 
pany was formed, and the first cast- 
iron pipe, two inches in diameter, 
laid in 1872 to Titusville, Pa., five 
miles away. Even five years ago it 
was thought impracticable to pipe gas 
more than 300 miles, but now a pipe 
1300 miles long is being laid from 
Amarillo, Texas, to Chicago, and 
longer lines are being planned. Natural 
gas lines, now in operation, exceed 
80,000 miles. 

The entire gas industry now has 
16,052,263 customers, who buy 1,066,- 
538,000,000 cubic feet a year, bringing 
in annual revenues of $722,536,710 on 
the industry’s $4,900,000,000 invest- 
ment. 

In 1906, a quarter of a century ago, 
total consumption in the gas industry 
was 461,693,000,000 cubic feet and 
number of customers 5,484,000. 

The general effect that gas has had 
on the home and industry is similar to 
the work of electricity, in bringing 
more convenient, efficient and cleaner 
methods. Domestic uses in the order 
of their importance are cooking, in 
which a consistent growth has been 
aided by the assistance given by public 
utility companies in educational courses; 
water heating, refrigeration, heating for 
houses, incineration, and miscellaneous 
appliances. 

There are approximately 60,000 uses 
for gas in industry. The modern gas 
utility company, through adequate 
service, reasonable rates, and use of 
scientific principles in its business, is 
furnishing a fuel service entirely worthy 
of comparison with the highly de- 
veloped equipment used in modern 
manufacturing. Gas as a fuel in in- 
dustry is used extensively by iron and 
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steel plants, smelters and refineries, 
glass factories, bakeries, the automobile 
industry, and in brick and pottery 
plants. 


A QUARTER CENTURY OF GROUP 
MANAGEMENT 


Greatest growth in both the gas and 
electric companies has taken place dur- 
ing the last quarter of a century, and 
it is significant that these years also 
saw the beginnings and development 
of group management of public utilities 
through the holding company. In 1906 
there were five utility holding com- 
panies in the United States. The As- 
sociated Gas and Electric Company 
was formed in that year. It is now 
the principal unit of the Associated 
System, which serves 1,429,934 gas and 
electric customers in twenty-six states, 
Canada and the Philippines. 

The most obvious advantage of hold- 
ing-company management for the con- 
sumer is the economies it has effected, 
which have been passed on to cus 
tomers in reduced rates. Electricity 
that cost $1 in 1914 costs only 71 
cents now, whereas the cost of living 
has gone up, so that food, rent, cloth- 
ing and the other items entering into 
living expenses that cost $1 in 1914 
cost $1.53 now. 

The only other important item in the 
family budget that has decreased in 
price since before the war is automo- 
biles, the unit cost of which has de- 
clined to 79 cents. The economies in 
management that have made these re- 
ductions possible in the face of gener- 
ally rising costs have been effected by 
industries both of which are noted for 
group management. In the automobile 
industry the General Motors Corpora- 
tion is one of the best examples of a 
highly successful group of operations 
controlled and co-ordinated through a 
central management. 

One of the pioneers in the utility 
industry has this to say about the 
holding company: “Its primary purpose 
is to expand and energize the facilities 
and activities and resources of the local 


or subsidiary companies that are under 
its wings, and to broaden opportunities 
for safe investment. Still more im- 
portant to the general public, the effect 
of what it does is that high-grade 
electric service is placed at the com- 
mand of more and more users who 
would otherwise have had far less 
efficient service or none at all.” 

The average holding company owns 
all or a majority of the stock of gas 
and electric companies in hundreds of 
communities, directs their policies, and 
in general supervises their operation. 
In this way these companies are given 
expert engineering and management and 
financial strength that most of them 
could not possibly afford if they had to 
operate as local, independent enter- 
prises. They also derive the benefits 
from massing the purchasing require- 
ments of many companies. 

Not only is service improved through 
group management, but it is extended 
to regions previously without it. When 
the holding company first made its 
appearance in the utility industry, the 
smaller cities, towns and villages were 
stumbling along with poor service or 
none at all. Now not only is electric 
service available to about 70 per cent. 
of the population of the country as a 
whole, but to practically every com- 
munity of 1000 population and above, 
as well as to 50 per cent. of all com- 
munities between 250 and 1000 and 
to more than 25 per cent. of all hamlets 
of less than 250. Extension of service 
to farms has also been made possible 
by group management. 

Small communities 


can be given 
metropolitan service by linking them 
with each other and with larger com- 
munities, and applying a centralized 
production of gas and power and super- 


vision of operation. Companies whose 
records of successful operation were 
short and scanty—like the annals of 
the poor—are now profitable units of 
the larger organizations. 

For the local company to supply 
adequate and reliable service and to 
expand this service, it must have ade- 
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quate capital. Utility systems under 
group management can generally at- 
tract adequate capital at better rates 
than the local company could get for 
itself. 

In order to understand the impor- 
tance of this financial feature of holding- 
company management—and the ability 
to attract capital is perhaps the great- 
est advantage of group management— 
it is necessary to understand that the 
relation between the investment and 
revenues in a typical utility company 
is much different from that in the 
average manufacturing or commercial 
business. A shoe manufacturing con- 
cern, for instance, may have annual 
sales that amount to more than three 
times its total assets. A mail-order 
house may also receive in annual 
revenues an amount equal to about 
three times its assets, that is, the com- 
pany turns over its capital three times 
in less than a year. 

The average electric light and power 
company, on the other hand, if its 
generation is by steam, has annual sales 
which amount to only one-quarter or 
less of its capital; that is, its investment 
is turned over only once in about five 
or more years. If it generates by water 
power, the turnover may be as low as 
once in eight or even ten years. 

For the typical gas company, turn- 
over is about once in four and a half 
years. 


INVESTMENTS OF $16,700,000,000 


These facts explain why the actual 
investment of the gas and electric com- 
panies in the United States is so large. 
The book value of electric properties on 
December 31, 1930, amounted to 
$11,800,000,000, an amount exceeded 
only by the investments in agriculture, 
steam railroads, and petroleum. The 
investment in gas companies is $4,900,- 
000,000. This makes a total of 
$16,700,000,000 for these two indus- 
tries. Moreover, both industries are 
growing rapidly, as seen from the facts 
that production of electricity has more 
than doubled since 1920 and produc- 


-successful businesses do. 


tion of gas during the last ten years 
has exceeded that of the preceding 
century. 

Of course, the mere nature of the 
businesses of gas and electric companies 
prevents them from financing their 
program of expansion through the use 
of surplus earnings, as many other 
Most com- 
industrial businesses are 
competitive and not regulated by 
government. The utility business is 
not considered to be directly competi- 
tive and is subject to government con- 
trol. Public utility companies are not 
permitted by state commissions and 
other regulatory bodies to charge rates 
for their service which will give more 
than a reasonable return on their in- 
vestment. In other words, they are 
not allowed to earn enough money out 
of current revenues to pay for the new 
construction necessary to supply the 
constantly increasing demand for ser- 
vice. 

If the utilities were permitted to earn 
enough out of current revenues to pay 
for new construction, and if in the. 
next half-century the rate of growth 
of the industry slackened, the utility 
companies would really be placing on 
one generation of customers charges 
which would enable them to make lower 
rates to the next generation. 

This necessity of many security issues 
makes a financial set-up that is com- 
plicated by the structure of the large 
holding companies, some systems com- 
prising as many as several hundred 
operating companies, each with its 
issues of stocks and bonds, controlled 
in whole or part by the holding com- 
pany, in addition to issues of securities 
by the holding company itself. 

Some of the larger utility groups, 
and the Associated Gas and Electric 
System in particular, are attempting 
to simplify their financial structures by 
restricting new issues of securities to 
holding company issues, and by retiring 
issues of subsidiary companies already 
in existence. 

The Associated System’s policy is to 


mercial and 
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build up the credit of the central 
financing or holding company to a 
point where its securities are looked 
upon by investors the world over as 
meeting rigid investment requirements. 
This policy minimizes the issuance of 
underlying bonds and stocks by the 
local operating companies with a view 
to strengthening the credit of the parent 
company in every way possible. In 
this way, the parent company is able 
to secure the money for expansion and 
construction through distribution of its 
own securities. 

This policy of reduction has been 
going on in the Associated steadily 
since 1925. At the end of that year 
there were outstanding ninety-three 
underlying issues and eight parent- 
company issues. But these five years 
saw the Associated’s greatest period of 
expansion, a period during which there 
were added 133 underlying issues and 
nine parent-company issues, to make a 
total of seventeen parent-company 
issues and 226 underlying issues. These 
133 new issues were constituted almost 
entirely of underlying securities of 


properties acquired, and were not the 
result of additional underlying security 
flotations. 

The accomplishment of the Associ- 
ated plan of finance in these five years 
was the retirement of 124 underlying 
issues and three parent-company issues, 
in addition to a very considerable re- 
duction in the size of other outstand- 
ing underlying issues which is not 
reflected in these figures. At the end 
of 1930 there were 102 underlying 
issues and fourteen parent-company 
issues. 

One advantage gained by shareholders 
who exchange their shares for securi- 
ties in the parent-company is diversifi- 
cation. This is based on the theory 
of strength in union. The Associated 
Gas and Electric Company, for in- 
stance, holds securities of operating 
companies serving widely located areas 
in the United States and the Philippine 
Islands. It is not likely that the same 
local conditions which might have a 
bad effect on one company would 
apply in the distant territory of an- 
other company in which the Asso- 


1849—Original gas plant of the Worcester Gas Light Company erected on Lincoln 
street in Worcester, Mass., in 1849. 
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1931—Gas manufacturing plant of Worcester Gas Light Company. 


With a present 


daily capacity of 14,700,000 cubic feet, the addition of comparatively little equipment 


will raise capacity to 21,000,000 cubic feet. 


ciated Gas and Electric Company is 
interested. Thus, through investment 
in companies in areas that are diversi- 
fied industrially and geographically, the 
risks of the holding company are aver- 
aged. 

This plan of finance, because it gives 
a better credit standing, makes possible 
a steady increase in the size of parent- 
company issues. Large issues result in 
wider distribution of the company’s 
securities. 

All these factors—reduction of 
underlying debt, diversification appli- 
cable to the central financing company 
securities, and ability to market issues 
of large amounts, should have a good 
effect upon the interest rates which the 
company must pay. 

Thus, holding-company management 
has made possible better financing by 
gas and electric utility systems, and this 
has aided immensely the phenomenal 
advances of the last quarter century. 


“THOUGH MUCH IS TAKEN, MUCH 
ABIDES” 


Ulysses urged his companions on to 
new conquests, reminding them: 


Completed in 1930. 


“Though much is taken, much abides.” 
Although electric and gas companies, 
aided by the agency of the holding 
company, have made remarkable prog- 
ress in the last quarter of a century, 
there are still many problems ahead, 
still many fields to conquer. 

The saturation point in the number 
of domestic electric customers is near 
at hand, making it necessary to derive 
further expansion of service and much 
of the growth in revenues of the in- 
dustry from a greater use of current 
by customers already on service lines. 
About 80 per cent. of domestic cus- 
tomers use less than fifty kilowatt-hours 
a month. In this group is a surpris- 
ingly large number of small consumers, 
of whom few really pay their way and 
a large proportion of whom are carried 
at an actual loss. Hence further ex- 
pansion of the industry must depend 
upon relatively large expenditures by 
persons of comparatively small means. 
This expansion depends upon rates that 
encourage additional use of electricity, 
upon the initial cost of appliances and 
upon the cost of rewiring houses for 
those appliances requiring it. This will 
require the utmost co-operation between 
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power companies, dealers and contrac- 
tors. In this way the small user can 
be carried at a profit and the revenues 
of the industry can be maintained 
commensurate with the rate of expan- 
sion of the electric light and power 
industry's capital requirements. 

The United States Department of 
Commerce estimates that at least one- 
third of the factory output of America 
is of products entirely unknown fifty 
years ago; it is also said that 25 per 
cent. of 1928 sales of the General 
Electric Company were of new lines 
developed in the last ten years. Ac- 
cordingly, the electric light and power 
industry can rely with reasonable as- 
surance on new inventions of appli- 
ances and new uses of power that will 
help materially to carry the industry 
through future years. However, there 
are certain lines of development that 
are well defined already, and from 
which much may be expected even in 
the next decade. 

They include built-in lighting, neon- 
type lamps for general use, television- 
radio broadcasting, television telephony, 
railroad electrification (direct current 
high voltage), full highway lighting, 
architectural advertising, electric steam 
service by utilities, increased use in the 
home—including air conditioning, off- 
peak storage house heating, hot water 
heating, home talkies—and a new era 
in industry which will include photo- 
cell and vacuum-tube production lines, 
electric heat for all purposes, electro- 
deposition of non-metals, welded ma- 
chines and buildings. 

Electrical World, looking to 1940, 
declares: “Some think electricity to 
have reached its peak in use, that the 
electrical age is here. They forget that 
only one home in three uses electrical 
appliances; that only two out of three 
homes are wired for electricity, and 
these inadequately, that only 2 per 
cent. of the railroad mileage is electri- 
fied, that industry is not motorized 
completely and has done relatively little 
with electric heating; that there are 
more than 20,000 different electric ap- 


pliances manufactured for household 
use, and only comparatively few are 
used; that air conditioning for homes 
and offices is all but unknown; that 
highway lighting to avoid accidents is not 
the practice, that the age of air which 
is now here will call for an enormous 
electrical development, that the photo- 
cell, the vacuum-tube, the gas lamp 
call up visions of practical applications 
capable of being developed into large 
enterprises; that health apparatus is in 
the embryonic stage—all these things 
and more are on the horizons and ready 
for use if the public demands them or 
industry can develop the demands.” 


POTENTIAL GROWTH OF GAS INDUSTRY 
TWENTY-FIVE TIMES PRESENT SIZE 


Opportunities and challenges are no 
less in the gas industry. Hall M. 
Henry estimates: “If overnight we 
could make every home-owner realize 
the full measure of health and happi- 
ness which the use of gas would give, 
with more dollars of the family budget 
made available for the enjoyment of 
luxuries; and if every manufacturer and 
every commercial establishment were to 
understand fully the economies of gas, 
it is conservatively estimated that the 
gas industry would be called upon to 
supply twenty-five times the amount of 
gas it is now distributing. If this 
realization could be established, we 
would have a gas industry of some 
$20,000,000,000 . . a gross revenue 
of $5,000,000,000 a year . . . and in- 
stead of 15,000,000 consumers there 
would be 20,000,000.” 

The use of gas for heat in industry 
holds almost limitless possibilities. There 
are almost 60,000 uses for gas in in- 
dustry, from the heating of billets 
weighing tons to the driving of occluded 
gases from radio tube metallic elements. 
Important uses in industry include car- 
burizing, general steel treating, metal 
lithography, bread baking, core and 
mold drying, meat smoking, candy mak- 
ing, cereal roasting, soft metal melting, 
vitreous enameling, brick burning, solu- 
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tion heating, graphic arts, volume cook- 
ing, firing boilers, die casting. 

Gas research is seeking to increase 
production efficiency, transmission, and 
distribution, and to improve and ex- 
pand utilization of gas. Research in 
projects affecting production are pipe 
joints, pipe protection and corrosion, 
gas mixtures, natural and manufac- 
tured, open-flow measurements of gas 
wells, and gas-making qualities of 
American coals. Utilization research 
affects cone-baking, brass melting, 
burner noises, bright annealing, ceram- 
ics, bread baking, soft metal melting, 
and the cooling of houses by gas in 
summer. 

Manufacturing demands __ efficient 
furnace design wherein heat is con- 
served and good control is easily 
obtained. This means that exacting 
demands are made upon fuels, Key 
men in industry—metallurgists, engi- 


neers, chemists—realize the qualities of 
gas as heat in speeding production. 
Industry itself realizes that gas offers 


a variety of reasons for its use—reli- 
ability, economy, efficiency, cleanliness. 
And they know that gas has also 
eliminated the necessity of fuel trans- 
portation and banished delayed pro- 
duction through late delivery. So now 
it is common to find single industrial 
plants burning as much gas as whole 
cities use for domestic purposes. 

Gas has a promising future in domes- 
tic use, also. It is now widely used 
for cooking and water heating, but its 
greatest opportunities lie in house heat- 
ing. Possibilities for development in 
the domestic fields are ten times the 
present consumption per customer per 
year. The average home uses about 
30,000 cubic feet a year. If this same 
home were to employ gas for all its 
heating operations, average consumption 
would be increased to 300,000 cubic 
feet. The future that this opens is 
seen in the fact that of about 15,000,- 
000 domestic gas customers in the 
United States, only about 100,000 use 
gas for house heating. Gas for incin- 
eration, refrigeration, washing, ironing, 


and cleaning is also gaining widely in 
use. 


REGULATION OF HOLDING COMPANIES 


These new frontiers in the gas and 
electric industries will be developed by 
the aid of group management through 
the holding company, just as other 
frontiers have been overcome in the 
past. Electricity and gas possess pros- 
pects of growth without parallel in any 
other important industry. In order to 
facilitate their progress, to allow 
America to profit from the develop- 
ment of these great industries—and 
America needs to profit from the de- 
velopment of some great industry—it 
is necessary that holding companies be 
left free from the deadening hand of 
government regulation. 

Results of the general election in 
1930 are commonly said to have re- 
vealed a dissatisfaction with regulation 
as it now exists under state commis- 
sions, because in every state where the 
public utility issue was clearly defined, 
that candidate was elected who criti- 
cized existing relations between the 
government and utilities. 

It is impossible here to go into the 
politics and polemics of the situation, 
other than to note that there is a very 
definite move in the United States 
Senate to make power the big political 
issue in 1932. Many politicians are 
driven to this, no doubt, through hope 
of avoiding a definite political cleavage 
on the dangerous prohibition question. 
Similar political jockeying existed be- 
fore the Civil War in efforts to keep 
the slavery question out of politics by 
the injection of other issues. A line-up 
on the liquor issue would evidently dis- 
rupt control, disarrange patronage ar- 
rangements, and work havoc with 
politics as a profession through new 
divisions of political sentiment. The 
major parties have always avoided im- 
portant issues in the past, and have 
done so wisely for their own existence. 

Another reason why the power ques- 
tion may become a new political shib- 
boleth is that utilities have achieved 
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such a commanding position in our 
present economic hierarchy that they 
must be expected to bear the brunt of 
attacks by the same people who were 
most enthusiastic in enmeshing the rail- 
roads in bureaucratic bonds and were 
foremost in “trust busting” in the early 
days of industrial consolidations. Their 
campaigns are generally marked by just 
such ideas of grandiose and apocalyptic 
nature as now characterize the ideas 
associated politically with the power 
question. 

In just what degree these criticisms 
of public utilities are of politicians’ 
origin, and in what degree they are 
popular sentiment, has never been 
definitely decided. On the whole there 
is much reason to assume that cus- 
tomers are well pleased with gas and 
electric service, since there are about 
2,000,000 investors in the securities of 
their local gas and electric companies, 
and since an average electric bill of 
84 cents a day (the average in the 
United States) is not one to become 
inordinately excited about. More than 
half of domestic customers, 10,300,000 
of them, use only 23 per cent. of the 
energy, so that their average bills are 
materially less than 82 cents—prob- 
ably less than 5 cents a day. 

The best indication of customer 
sentiment was a recent survey taken of 
4000 representative gas and electric 
customers in seventy-nine communities 
of New York, Massachusetts, Pennsyl- 
vania and New Jersey. Of these cus- 
tomers, 92 per cent. of the electric and 
89.2 per cent. of gas customers con- 
sider the companies supplying them to 


be fair. Ninety-eight and two-tenths 
per cent. of electric and 97.6 per cent. 
of gas customers think the companies’ 
managements are good, excellent, fair, 
or they hold no opinion. Ninety-seven 
and two-tenths per cent. of electric and 
96.3 per cent. of gas customers like to 
deal with the companies, or are indif- 
ferent. 

However, it is high time leaders of 
gas and electric utilities were co-operat- 
ing in the presentation of their case to 
the public. Theirs is a business with 
a short history but a long future. They 
should take the example of that best 
statesmanship which plans national 
policies generations in advance. They 
can make a strong case against the 
proposed extension of the power of 
commissions by including holding com- 
panies under their supervision. They 


can include in their briefs the notorious 
cumbersomeness and delays of commis- 
sion control; the tendency of incompe- 
tent commissions to interfere with the 
freedom of action of skilful utility ex- 


ecutives, and the claim that the indus 
try is making rapid progress in remedy- 
ing abuses of holding-company finance 
and management where they do exist. 

Progress of gas and electricity in the 
last quarter century in achieving some 
frontiers, and in preparing to develop 
others, makes a bright record in the 
annals of American industry. It is 
slight wonder, in view of these achieve- 
ments, and in view of objectives that 
seem certain to be still achieved under 
group management, that public utility 
securities have won such widespread 
and rapidly increasing approval. 





Banking as a Career for Women 
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offers a rapidly expanding field, 

difficult to conquer, but rich in 
possibilities for those who can hold it. 
Few major positions in banking are yet 
open to women, but there is an in- 
creasingly large number of women who 
have won their way to executive rank, 
as officers or managers, and to other 
positions of large responsibility both in 
our large city banks and in the smaller 
banks throughout the country. Every 
year more women are making a success 
of the opportunities thus far afforded 
them in the many-sided profession of 
banking, and with each success the 
outposts of women’s achievement in 
this field are advanced, or the position 
of the pioneers is strengthened. 

Fundamentally the success of women 
in the banking business depends on per- 
sonal character and ability. A woman 
with the qualities that are needed in a 
given situation can make good, and 
does, and recognition comes to sub- 
stantial accomplishment. 

Taking for granted the qualities of 
honesty and industry, to the woman 
who adopts banking as her career, 
three qualifications are primarily essen- 
tial. She must like people, she must 
be able to think mathematically, and 
she must be able to subordinate herself 
to her organization. 

Her success as a bank executive— 
and in speaking of banking as a career 
an officership is in most cases the pre- 
supposed objective—will depend largely 
on her ability to handle people; if she 
understands and is interested in human 
nature as she touches it at a hundred 
points in her dealings with customers 
and with the men and women with 
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From An Outline of Careers for Women, 
compiled and edited by Doris E. Fleischman 
and published by Doubleday, Doran & Com- 
pany, Inc. 


whom she works, she will find herself 
standing firmly on the foundation stone 
of success in banking. On that she can 
place her ladder of progress with confi- 
dence that its stability will not be 
undermined. A strong ladder, however, 
needs a sturdy brace a little above the 
ground on which it stands, and the 
ability of a woman to think readily in 
terms of figures, to keep clearly in her 
mind the tools of her trade, to detect 
the absence of any feature of a credit 
instrument, and to eliminate the un- 
sound elements in a financial plan— 
this qualification of being financially 
minded is one essential brace to make 
sure of before the first step is taken. 
The technical ability will come, of 
course, with knowledge and practice 
gained by experience, but some minds 
never run in these channels, and unless 
a woman's mind is of the type that can, 
she will be handicapped from the be- 
ginning. True, recourse can always 
be had to specialists in every line of 
banking among the officers of one’s 
own institution, but no woman can feel 
herself an adequate member of the 
banking profession if she cannot herself 
readily understand and handle financial 
matters. 

As a general rule, the goal of the 
woman who adopts banking as _ her 
career is an officership. 

In large city banks, it is, of course, 
more difficult to win these posts, and 
rarely does a woman hold a_ higher 
office in a large bank than assistant 
cashier or assistant secretary. Finance 
in the financial centers of the country 
is still the citadel of the men, and to 
its innermost precincts women have not 
yet penetrated. However, it has be- 
come a somewhat usual experience to 
see the name of one woman on the 
official list of the larger banks. Usually 
she is in charge of the women’s bank- 
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ing department or of some definite 
effort to bring in business from women 
and supply a banking service of par- 
ticular interest to women. Sometimes 
she is a woman who has made a name 
for herself in some special field of 
financial work, such as selling bonds; 
sometimes she is a woman of dis- 
tinguished family or social connections, 
whose entree in the circles of social, 
intellectual, or civic leadership gives 
promise of important connections; 
sometimes, as is often the case when 
men are appointed officers of banks, 
she has achieved marked success in 
some other line of endeavor, and the 
executive ability which she has shown 
will be her earnest of success in the 
field of banking. 

In most cases, taking banking as a 
whole, the woman who becomes an 
officer will have worked in the various 
departments of her bank, gaining a 
thorough knowledge of banking tech- 
nique before she is appointed to an 
official or managerial position. Some- 
times her period of apprenticeship will 
cover months, more often years, de- 
pending entirely on the particular 
situation. 

Aside from the positions of bank 
officer or manager of the women’s 
banking department, there are other 
interesting positions in banking which 
are worthy of consideration either as 
stepping stones to official positions or 
as careers in themselves. In the very 
large banks there is a wide variety of 
positions any of which afford an ab- 
sorbingly interesting life work for the 
woman who can do the job well. In 
a large city bank one finds women in 
the wire department, coding and decod- 
ing messages involving the transfer by 
cable or telegraph of millions of dollars. 
One inaccuracy in a figure may mean 
the loss of thousands of dollars or the 
entanglement of delicate transactions 
where minutes may mean _ millions. 
This is work for a keen, quick mind, 
and demands unflagging attention. Ob- 
viously, the woman of artistic tempera- 


ment would have no place in the wire 
department of a bank. 

Secretarial positions in banks often 
carry heavy responsibility, and corre- 
spondingly satisfactory remuneration. 
The secretary of an officer often is 
called upon to handle extremely deli- 
cate situations, and frequently is en- 
trusted with regular duties of great 
responsibility in the bank work, quite 
apart from regular secretarial functions. 
To become secretary to one of the 
senior officers in a large bank is one 
of the surest ways to win a post of 
responsibility. Many of these positions 
are held by men, but women have 
proved themselves again and again, and 
are constantly being given increasingly 
responsible work. 

In the departmental work of the 
bank, women are especially apt at the 
statement machines and in stenographic 
and filing positions. In small banks 
women frequently go through the work 
of the various departments and become 
paying or receiving tellers, and are 
eventually promoted to junior officer- 
ships. In the large city banks, women 
are seldom assigned to windows except 
in branch offices. From positions in 
filing departments, however, women 
frequently work up to become heads 
of departments. From a position of 
such responsibility, through which the 
individual has gained a thorough knowl- 
edge of the work of the bank, a con- 
siderable familiarity with the names, 
connections, and interests of the bank’s 
customers, a woman will sometimes be 
appointed to work directly with cus- 
tomers through the woman’s banking 
department of a branch office. Here 
she comes into that phase of banking 
already mentioned, which is the goal 
of most ambitious bank women. No 
longer does she study problems of 
operation or departmental activity; her 
interest now is in placing the whole 
service of the bank at the disposition of 
her customers. She helps those who 
are unfamiliar with the ways of busi- 
ness, explaining and demonstrating the 
use of the various instruments of credit 
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and keeping alert to place at the dis 
posal of the customers additional ser- 
vices of the bank for the increased 
convenience and benefit of the customer 
and a further extension of the business 
of the bank. She also makes a con- 
stant effort to secure new customers 
for the bank, being extremely careful 
to make sure that the new accounts 
brought in are sound and desirable. 
Her knowledge of banking should be 
wide and it must be supplemented by 
a considerable knowledge of human 
nature. 

No banking position is ever a sine- 
cure, and because it is still a compara’ 
tively rare thing for women to achieve 
distinction in banking, a very definite 
and high degree of ability is usually 
required. Whatever her preparations, 


she must show results, for competition 
is keen, and there is no room in bank- 
ing for the drone nor for the purely 
ornamental. 

The woman who adopts banking as 


her career will do well to think of her- 
self as a member of her organization 
rather than as a woman stepping into 
one of the last citadels of purely mascu- 
line activity. Finance has indeed been 
until recently the peculiar province of 
men, and as women come to work in 
the field, it makes for efficiency if con- 
centration on the work in hand sup- 
plants any other consideration. 


There are now more than 2000 
women in executive positions in banks 
throughout the United States. The 
number is increasing, and as women 
who control their own capital become 
more used to consulting women bank- 
ers, the increase will become more 
rapid. 

There is a certain prestige which has 
always been attached to the banking 
profession which appeals strongly to 
many women. Making contacts with 
interesting people—a vital part of bank- 
ing—is one of the most powerful of 
its many alluring aspects. The posses- 
sion of capital is not essential to the 
success of the bank woman, but here, 
as elsewhere, it may prove an advan- 
tage. Even after the fundamentals have 
been gained, outside study as well as 
an indefatigable study of the financial 
pages of the newspaper is, of course, 
essential to progress. Keeping one’s 
self conversant with market conditions 
and general financial news is impera- 
tive. 

There is nothing dull about banking 
as a career. It keeps one always alert, 
always interested. It offers new fields 
to conquer by brains and character, 
never by the direct aggression of the 
emotions. Competition is keen, and the 
rewards—both the imponderables and 
the financial—although not always 
swift, and rarely easily won, are 
eminently worth while. 





Living Insurance 
A New Appeal in Savings Advertising 


By C. E. AURACHER 
Assistant Cashier, Cedar Rapids Savings Bank and Trust Company, Cedar Rapids, Iowa 


F the economic depression brought 
| rainy-day idea in some measure 

back to the public mind, with the 
result that savings deposits have in- 
creased in certain sections of the coun- 
try, we cannot depend upon the pub- 
lic to continue to use a savings account 
as an umbrella. Sunny days will be 
here again—this year or next—and the 
idea is likely to fade. The number of 
depositors has been growing in the 
face of widespread unemployment. We 
know, however, that a part of the in- 
crease in savings is the interest credited 
to the accounts by the banks, which 
interest is allowed to remain to the 
depositors’ credit; perhaps more of this 
interest has been left in accounts the 
last two years than in normal times. 
Still another factor is that individuals 
whose incomes have not been affected 
by conditions are depositing surplus 
dollars in savings accounts which in 
former times were spent for luxuries. 
It is thought that some business firms 
with surplus funds have invested the 
money temporarily in savings accounts. 
Possibly, less money goes from the 
purse of the average citizens into the 
stock market now than a year ago. 

Figures on savings deposits show that 
the increase for the last two years has 
been comparatively slight, less than 
$300,000,000 increase for the year end- 
ing June 30, 1930, or about 1 per cent. 
of the total amount on deposit in sav 
ings banks. The report for 1931 will 
probably show a larger increase than for 
1930. At the same time, millions of 
dollars which formerly were deposited 
in banks are now going into other in- 
vestments. The national income today 
is 50 per cent. above that of a decade 
ago, but only a few millions of the six 
or seven billion dollars of potential 
36 


savings deposits now find their way 
into savings accounts. 


FAULT WITH BUSINESS OR ADVERTISING? 


Is there something wrong with the 
savings business or with savings adver- 
tising? 

Figures are not at hand to show how 
the present amount of savings advertis- 
ing compares with that of five or ten 
years ago, but it would seem that it 
has increased. We may safely assume 
that savings advertising is not on the 
decrease. However, the gain in savings 
deposits is not keeping pace with the 
nation’s income. Furthermore, there 
is no good reason to believe that any 
marked increase in savings advertising, 
conducted along the same lines as have 
been followed in the past, will bring 
a satisfactory increase in deposits. We 
must use an appeal that will furnish the 
saver an incentive to deposit more of his 
surplus dollars, and influence him to 
look up to his account as a good in- 
vestment so that he will maintain the 
account permanently with a good bal- 
ance. Savings accounts must be sold 
from this time on for their value and 
for what they will do for the owners, 
just as other things are sold today. 
Human nature is much the same today 
as yesterday, yet people do not respond 
to the time-tried appeals of yesterday. 
The reason is that the old savings ap- 
peals are not effective in the face of 
the new competition. 

Not long ago, a savings depositor 
brought a friend to the bank when he 
made a deposit in his savings account. 
As the two were leaving, the friend 
said: “When the interest rate was 
lowered last summer, I closed my 
account. I’m through with a savings 
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account. I’m getting 6 per cent. on 
my money now.” 

This man’s state of mind may reflect 
quite accurately what is in the minds 
of many former savings depositors, 
and his action in closing his account 
may have been repeated in thousands 
of instances the last year or two. 
Bankers ‘have considered it wise, in 
many cases, to lower the interest rate 
on savings, but at the same time they 
did not look ahead soon enough or far 
enough to establish a forward-moving 
barrage of educational advertising to 
prepare the public to accept the lower 
rate, instead of withdrawing their sav- 
ings. 

The price appeal or interest rate 
was effective once in selling savings 
accounts in volume; today this appeal 
has lost its force among the attractive 
bids advanced by competitors for the 
dollars which formerly went direct 
into savings accounts. 

Effective advertising today, almost 
without exception, offers some service, 
help or information that the average 
person is likely to want. Headlines 
seek to establish immediate contact 
with the selfish interest of the reader. 
Eight of every ten known-to-be-suc- 
cessful advertisements published by 
firms outside the banking business are 
built on the same basic formula: they 
offer something desirable or tell some- 
thing helpful to the reader. The copy 
tells people things that they want to 
know, suggests ways to make life more 
pleasant. Readers respond to these 
appeals. Banks can learn much from 
the advertising of their competitors 
that will be helpful in preparing copy 
for their own advertising. 


ACCOUNTS WITHOUT PURPOSE 


Many savings accounts are opened 
without any clear-cut purpose in the 


mind of the depositor. People know 
it is wise to save money, even though 
they have never been told about all 
the investment features in a savings 
account, and the advantages in having 
a cash reserve. Depositors, in many 


instances, do not have a proper under: 
standing of the importance of their 
accounts in their plan of living, or for 
what purposes they can use their 
accounts. It is as sensible and as 
profitable for a bank to include with 
each new account some printed in- 
structions and suggestions on the im- 
portance and use of the account, as for 
the maker of an automobile to furnish 


Buy Living Insurance 
This Year 


FOR certain purposes in life. no form of sav- 
ing can take the place of a Savings Account. 

A Savings Account is Living Insurance—a re- 
serve fund that assures the daily living expenses 
of your home in emergency, without disturbing 
any of your other investments. 


Money in a Savings Account is available when 
you want it—today tomorrow, in five or ten 
years, and while you are in a position to enjoy 
its full benefits, 


There is no Substitute for a Bank Savings Account 


Cedar Rapids Savings Bank 
and Trust Company 
Third Avenue at Third Street 
Interest. Paid on Savings Since 1883 


An example of “living insurance” 
advertising. 


a book of instructions on the operation 
and proper care of his product. After 
all, customer satisfaction is the end 
sought, but the depositor who opens an 
account and is allowed to slip into the 
inactive-account class with a small bal- 
ance can hardly be judged as a satisfied 
customer. Such depositors derive no 
real benefits from their accounts; they 
have no enthusiasm to recommend the 
bank to their friends. 

Entirely too many savings accounts 
become dormant soon after they are 
opened; too many accounts are closed, 
especially within the first twelve months 
after they are placed on the bank’s 
books; too many accounts have balances 
under $100. When a bank endeavors 
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to revive many of its dormant accounts, 
scores of depositors are reminded that 
they have some money on deposit, and 
immediately withdraw the funds. 

Every banker has experienced dis’ 
couraging cases where a depositor has 
built up a fair balance in his account, 
satisfactory to himself and to the bank, 
and then has withdrawn the money 
without notice to the bank and invested 
the funds elsewhere at a higher rate 
of interest—the depositor honestly be- 
lieving that his new investment was 
better than a savings account. The 
average savings depositor does not come 
to his banker to discuss the investment 
of a few hundred dollars in his account 
and the banker may not have done 
much, while the money was on deposit, 
in a constructive way to impress the 
depositor of the importance of a re 
serve in his account. Few people 
today can be convinced that they 
should maintain a savings account for 
the interest return alone. 


PUBLIC INVESTMENT-MINDED 


The public has become investment- 
minded, largely through interesting ad- 
vertising and general reading. Publica’ 
tions with a national distribution carry 
a large volume of investment advertis: 
ing, as do the newspapers. Many na- 
tional magazines, even those of wide 
circulation among women, maintain in- 
vestment departments conducted by 
experts. Life insurance is advertised 
more and more by the printed word. 
So we find that the public invests an 
increasing amount of its surplus dollars 
each year in life insurance, bonds, in- 
vestment trusts and the many other 
ways open. If savings are to continue 
to grow in the banks, a new appeal 
must be injected into the advertising 
that will prove effective against compe- 
tition. Other businesses dig up new 
appeals for their advertising. A manu: 
facturer of wire fence, for example, 
now directs his advertising in part to 
the women on the farm because proper 
fencing was discovered to be a solution 
of some of their problems. 


Let us turn to insurance as an appeal 
to induce people to save more moncy 
in a bank savings account. 

Every man has a desire to become 
well-to-do, to build at least a small 
fortune. To do this with success he 
must have a sound financial plan, with 
a definite goal in view. It is possible 
to build a fortune in a savings account 
alone, but the slowness of the process 
does not appeal to the average man; 
he cannot see ahead clearly for a 
period of twenty, thirty or forty years, 
and hold to regular deposits with 
enough zeal. However, a savings ac: 
count can be made a very important 
help in building a fortune for the 
average individual. 


WELL’ROUNDED FINANCIAL PLAN 


A well-rounded financial plan for in- 
dividual success includes at least four 
kinds or forms of insurance: life in- 
surance, health and accident insurance, 
income insurance and living insurance. 
Each of these four forms has a definite 


place in the structure of a fortune; 
neither can very well take the place of 
any of the others. Men buy life in- 
surance to protect their families, to re: 
place income when they have passed 


on. Health and accident insurance is 
another form which provides protection 
during illness or disability. Income 
insurance is the money return from 
investments, such as bonds—the amount 
of which should be increased steadily 
during a man’s earning days, in order 
to provide an income when earning 
capacity declines or when he wishes to 
ease up a bit. 

The fourth form is living insurance 
—money at hand, earning interest in 
a bank savings account, always worth 
100 cents on the dollar, plus interest, 
and instantly available for emergencies 
not covered by the other three forms 
of insurance. It is as reasonable and 
equally as important to include living 
insurance in a man’s life plan as any 
one of the other three forms. Insur’ 
ance in its broad sense is using money 
now to provide some future benefit or 
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protection. A savings account in the 
big majority of cases is a man’s first 
and best investment. It is the start 
usually of a fortune; it is a man’s sup- 
port while increasing the other forms 
of insurance according to his schedule; 
and all through life a man’s savings 
account assures greater success to his 
complete plan. The man who has a 
reserve in his savings account equal to 
six months’ salary or income has in- 
sured the living expenses of his home 
for six full months without disturbing 
any of his other investments. With 
living insurance, a man out of a job 
can seek another position with his head 
up. When there is sickness in the 
family, there is no substitute for living 
insurance. But emergencies are not the 
only reason for carrying living insur’ 
ance. Without discomfort, inconven- 
ience or scrimping, planned buying will 
return a good profit if purchases are 
made with cash at times of the year 
when prices are lowest. Clothing, fuel, 
supplies of all kinds, even food, may be 
purchased to save the average family 
several hundred dollars a year, pro 
vided there is sufficient cash on hand. 

In framing the appeal to feature liv 
ing insurance, consider the present con’ 
ditions of living. Men with families 
are living comfortably, it would seem, 
with the necessities of life and enjoying 
at least some luxuries. Yet, many are 
dangerously near the edge of disaster, 
should the unexpected happen or an 
emergency require the raising of a 
few hundred dollars on the spur of the 
moment. As long as everything goes 
along smoothly, these men and their 
families presume to be satisfied, but let 
one of many things happen,. and the 
entire program is upset, if there is no 
living insurance. The doctor may 
advise the head of the family to take 
several months’ rest. The wife may 
become seriously ill, or one of the 
children may require immediate care 


from a specialist. This man may have , 


several ways to raise the needed cash: 
borrow on his life insurance or on his 
securities. But there will be interest 


to pay as well as the principal, and the 
amount borrowed may not be raised 
by the time the loan is due. If he sells 
his bonds, he sacrifices the entire 
amount, and he may suffer some loss 
by being forced to sell at an unfavor- 
able time. To raise money in an 
emergency is usually costly. With 
living insurance, the man has at hand 
the ready cash, and may withdraw 
from his savings account only the 
exact amount needed. 

The wants of the average family are 


~ - ¥euF Best Investment 7 
A Savings Account 
With The Oldest Savings Bank in Linn County 


The back of the monthly statement 

sent to customers of the commercial 

department is used for savings adver- 
tising by this Iowa bank. 


supplied from the family’s income. 
When the income is small, the family’s 
wants must be satisfied within the 
limits of that income. All incomes are 
limited in the sense that money can 
be used but once to make purchases. 
This fact makes unwise spending 
wasteful and costly. A family ot 
three or four persons can save from 
$100 to $200 each year through planned 
buying, which is from 5 to 10 per 
cent. of an annual income of $2000. 
All this without reducing the amount 
of things purchased or lowering the 
cost of living, provided of course that 
the living is insured in the form of cash 
in a savings account. In other words, 
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planned buying may raise a man’s 
annual income from 5 to 10 per cent., 
to increase his savings or better his 
standard of living. Planned buying 
is looking ahead, anticipating wants 
and making purchases at the time when 
each dollar will do the most work. 
Bargain sales call for spot cash; no 
easypayment plan is tied to them. 
Hence, living that is insured with a 
savings account is better living. 


RICH SOURCE OF APPEALS 


Thus, a savings account considered 
as living insurance offers a rich source 
of appeals to both the saver and to 
the prospective saver. It gives him 
good reasons for insuring his living. 
There is a gold mine in the savings 
department of every bank which can 
usually be developed at a profit. To 
increase only those savings accounts 
which now have balances under $100, 
by $200 an account on the average, 
would raise the total bank savings of 
the country by at least $6,000,000,000, 


or approximately twenty times the in- 
crease reported for the year ending 
June 30, 1930. 

Let us presume that a man has a 


reasonable amount of life insurance, 
as well as accident and health insur- 
ance, that he owns $2000 or $3000 
worth of good bonds, but has no sav 
ings account. It might be a _ wise 
move for this man to sell a $500 


bond and keep the money on deposit 
in a savings account as living insurance. 
His income on this $500, if deposited 
in a savings account, would be from 
$10 to $15 less each year, but it is 
easily possible that the direct benefits 
of $500 of living insurance might be 
worth as much as $50 or $75 a year 
to him and his family. 

One proper method for laying the 
foundation for an increase in savings 
is to place in the hands of each new 
depositor, immediately after the account 
is opened, information on his account: 
what it really is considered as an in’ 
vestment, how he can make adequate 
use of it, and the advantages that come 
to him from a_ reasonable balance 
maintained permanently as living in- 
surance. It is at this time that the 
depositor is most easily impressed. 
There is a perceptible swing back to 
“reason-why” copy in general advertis- 
ing, which can be adopted to savings 
advertising, since there are dozens of 
reasons why a savings account is a 
good investment for the average man, 
considered as living insurance. 

A bank’s advertising should be equal 
to its opportunity. Surely there is no 
lack of opportunity, nor is there a lack 
of surplus dollars that might be directed 
to savings accounts. Since the rate of 
increase in savings has declined, it is 
far more logical to advertise now than 
when savings business came easily. 





No place for cobwebs 


Cobwebs do not gather on Bell 
telephone plant. Obsolescence 
is anticipated, replacements and 
improvements are continuous. 

This means that facilities are 
kept adequate to subscribers’ 
needs. And it means a good deal 
more. 

New and better apparatus re- 
sults in better service, which is 
itself a direct cause of increased 
telephone use. During the past 
three years the average time for 
completing a long-distance con- 


nection has been cut more than 
half — and the use of long dis- 
tance has grown more than forty 
per cent. 

The Bell System aims to serve 
all the people all the time. Its 
management is alert to conserve 
existing telephone revenues and 
to develop new. It has therefore 
been able to pay regular, reason- 
able dividends without interrup- 
tion for half a century. 

May we send you a copy of our 
booklet, ‘Some Financial Facts”? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 





Abolishing State Banks vs. Branch 
Banking 


By BERNHARD OsTROLENK 


E suggestion of Owen D. Young, 
before the Senate Probe Com- 
mittee, that all banks of deposit 
should become national banks or mem- 
bers of the Federal Reserve System has 
aroused widespread interest because of 
the distinguished source from which 
these recommendations come, and be- 
cause Mr. Young’s proposals present an 
alternative to branch banking as a pos- 
sible solution of the banking difficulties 
in the United States. Keeping in mind 
that there have been 1345 bank sus- 
pensions in 1930 against 642 in 1929 
and 491 in 1928, and that 1931 
has started off with a record monthly 
bank suspension in January of 197 
banks against 99 suspensions in Jan- 
uary last year, Mr. Young sees in 
these figures “‘awful tragedies” that “are 
a reflection on the American people.” 
In consequence, Mr. Young feels that 
drastic changes in our banking system 
are necessary in order to protect de- 
positors from banking abuses. The 
recommendations made by Mr. Young, 
which are pertinent to our discussion, 
include: (1) that “all banks of deposit, 
as distinguished from savings banks, 
should be national banks”; (2) that “if 
state banks are to be retained they 
should all become members of the Fed- 
eral Reserve System”; (3) “that savings 
banks and trust companies should be 
state banks and national banks should 
not compete with them”; and (4) “that 
the Federal Reserve System should ex- 
amine and discipline all its member 
banks.” 
Mr. Young is aware that these are 
Sweeping proposals which involve a 
change in the very fundamentals of our 


Reprinted from the Business Bulletin of 
the College of the City of New York, April 
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government and would take from states 
the rights which are guaranteed to them 
now. However, he feels justified to go 
so far as advocating Constitutional 
amendments to bring about the banking 
changes he proposes. He says: “I would 
like to see the Federal Government un- 
dertake to exert whatever authority it 
has and if it be finally decided that the 
Federal Government has not the au- 
thority there is no way in my judgment 
to meet the situation than to go for an 
amendment to the Constitution. I think 
the situation is serious enough to war- 
rant taking the first step, and if it does 
not result in anything we shall have to 
take the second because we cannot go 
on with the kind of tragedies which 
the last ten years have yielded us.” 


A SERIOUS SITUATION 


In focusing attention on the United 
States banking debacle, Mr. Young has 
performed a public service. He has not 
overstated the seriousness of the situa- 
tion and the ends sought by his pro- 
posals, e. g., unifying deposit banking 
under a national system and confining 
savings banking and trust management 
to state banks, merit the support of all 
friends of a sound banking system. Yet, 
it in no way invalidates these aims to 


point out that the same ends can be 


reached by less drastic changes than 
those proposed by Mr. Young. 

Taking up Mr. Young’s proposals 
seriatim, the first suggestion, that all 
banks of deposit should be national 
banks, clearly involves a Constitutional 
amendment. A law prohibiting states 
from issuing charters for deposit bank- 
ing clearly would curtail privileges now 
granted them. Two _ considerations 
should be kept in mind in connection 
with this proposal; first, the advisability 
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of such restriction; and, second, even if 
it were in conformity with public inter- 
est, whether it would be possible to 
pass such an amendment to the Consti- 
tution in view of the probable opposi- 
tion of affected interests. 

No doubt, making all deposit banks 
national banks would unify banking 
practices as far as depositors are con- 
cerned and would protect depositors to 
a much greater extent than is possible 
at present. This protection would come 
largely because of unified restrictions 
on loans and because of more thorough 
and vigilant bank examinations. There 
is no doubt that many of the bank 
failures, with losses to depositors, were 
the consequence of bad banking prac- 
tices, which in turn were the conse- 
quence of liberal or ill-advised banking 
laws of the states under which the 
charters are granted. And once such 
banks are in difficulties, because of 
frozen or lost loans, politically influ- 
enced state examiners will not promptly 
close the bank and safeguard such 
assets as are available for the depositors 
but will dally with schemes and hopes 
to keep the bank afloat during periods 
which may give time and opportunity 
to favored depositors and creditors to 
rescue their interests while public de- 
positors are left with greatly diminished 
assets. Of course, national banks are 
not wholly immune from bad banking 
practices nor are the national govern’ 
ment examiners wholly guiltless of per- 
mitting paper in bank portfolios that 
is neither liquid nor full value bank- 
able paper, but the record shows that 
national bank failures have been pro- 
portionately far less than failures of 
state banks and that a larger propor- 
tion of the deposits went back to de- 
positors of the failed banks. 


RELIEVING AN OVER-BANKED CONDITION 


Another consideration that would be 
helpful to banks, if all were under the 
national charter, is that it would reduce 
a large number of superfluous banks 
and greatly alleviate the over-banked 


condition which in large measure con: 
tributes to the banking debacle. Be- 
cause of the fact that many banks are 
inadequately capitalized and have too 
small deposits, they are unable to earn 
running expenses and frequently are 
compelled to resort to questionable 
methods, ultimately eat into their 
capital and surplus, and finally impair 
their deposit accounts. The Comptroller 
of the Currency of a national banking 
system would charter new banks only 
when there were public needs for such 
banks and would be guided in his deci- 
sions by the total number of banks in 
the community. At present, when con- 
sidering new charters, he takes into 
consideration mostly the national banks 
and largely ignores the state banks, 
which are really competitive units. 

All in all, the nationalization of all 
banks would be in the interest of pub- 
lic policy and certainly to the interest 
of depositors. Banks doing a savings 
account business or giving trust services 


would still be chartered by state govern- 


ments. The division would have many 
features that make it desirable. But 
when we come to examine the proba- 
bility of having laws and amendments 
enacted that would eliminate state de- 
posit banking charters, the discussion 
becomes purely academic. For it is 
extremely unlikely that in such a tech- 
nical subject as is banking, there could 
be aroused sufficient public interest to 
exert pressure on Congress and the 
state legislators to pass such an amend- 
ment. Moreover, the sponsors of such 
a proposal would be merely those who 


-have the public interest at heart and 


who would have no personal gains from 
such legislation while in opposition 
would be a cohesive body of bankers 
whose business interests would be 
affected and who, though a minority, 
could effectively exert pressure to pre- 
vent what would be to them confisca- 
tory legislation. In our democracy, 
where every man has a vote, experience 
has shown that organized and well 
financed minorities are at great ad- 
vantage in imposing their wishes on the 
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public, and that the mere fact that a 
piece of legislation is in the public’s 
interest is no guarantee that it will re- 
ceive adequate public attention or even 
reasonable and fair discussion. The 
practical considerations of having legis- 
lation enacted are as much a part of the 
banking problem as is the problem of 
whether we should have state or na- 
tionally chartered deposit banks. Fair 


minded students of this situation must 
admit that the probabilities of having 
any such legislation and amendments 
passed are very remote. 


FORCING BANKS INTO THE FEDERAL 
RESERVE SYSTEM 


The second proposal, that of forcing 
all deposit banks into the Federal Re- 
serve System, is essentially as drastic 
a proposal as the abolition of state 
banks, because at least 10,000 state 
banks in the United States are capital- 
ized at such low figures as to be in- 
eligible for membership in the system 
under its present provisions, and these 
banks, therefore, would be legislated 
out of existence. In round numbers, 
there are about 24,000 banks in the 
United States doing a deposit business. 
Of these, 7000 are national banks and 
forced to join the Reserve System. Then 
there are about 17,000 state banks, 
chartered under the laws of forty-eight 
different states, banks that may, if they 
so choose, become members of the 
system. But less than 1000 of these 
banks have found it expedient to join 
the system; about 10,000 are too small 
to be eligible to join; and the remain- 
ing 6000 form potential members of 
the system when it is made sufficiently 
attractive for them to join. Unless 
accompanied by a change in require- 
ment for membership, a law forcing all 
members into the system would, under 
present conditions, simply close the 
doors of 10,000 banks. 

Desirable as it may be to relieve the 
over-banked condition in the United 
States, it becomes obvious that such a 


step as is here proposed is confiscatory 
and, no matter how cushioned, would 
meet with the determined resistance of 
the banks that would be closed and the 
communities which these banks serve. 
Nor would these proposals meet with 
favorable response from the 6000 banks 
now eligible to join the system but 
who find it to their advantage not to 
join. These banks now find the cost 
of joining the system greater than the 
possible profits or benefits that can be 
derived from it. Forcing them to join 
the system simply means a further tax 
on their profits. 

Though the ends sought by these 
two proposals are in every way sound, 
the means proposed are certain to 
arouse widespread opposition because 
of their confiscatory nature. It is not 
to be expected that the small banks 
will immolate themselves voluntarily on 
the altars for sounder banking. 

Proposals to force or entice all banks 
into the Federal Reserve System are not 
new and were toyed with when the 
Federal Reserve Act was under dis-. 
cussion and even before that, when the 
Aldrich National Reserve Association 
was before Congress. In more recent 
years it was proposed to penalize non- 
members of the Federal Reserve Sys- 
tem by making a charge for clearing 
their checks. In the main, however, 
discussion for the promotion of a more 
unified banking system in the United 
States centered on making the system 
so profitable and serviceable to its 
members that it will attract the bulk 
of the banks in the country. Behind 
such plans is the theory that the estab- 
lishment of state banks should not be 
prohibited nor should they be legislated 
out of business but that weak banks 
be permitted to pass out of existence 
by a demonstration of their inferiority. 
These indirect methods of strengthening 
the Reserve System, hitherto, have not 
been effective either in drawing into 
the system the eligible state banks or 
in closing up the smaller and weaker 
banks. Mr. Young would substitute 
compulsion for persuasion. 
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ADVANTAGES OF A UNIFIED BANKING 
SYSTEM 


But the ends sought by Mr. Young, 
that of a unified banking system under 
the supervision of the Federal Reserve 
System, one that will give the deposi- 
tors the safety to which they are en- 
titled, these ends can be brought about 
indirectly and with less disturbance by 
a permissive branch banking law for 
national banks, rather than by the 
harsher direct methods of closing 
thousands of banks by law. Branch 
banking systems would help in the 
conversion of thousands of weak unit 
banks into branches of more stable 
institutions. Experience in England, 
Canada, and California has demon- 
strated that permissive branch bank 
legislation rapidly integrates unit banks 
and strengthens the system. These 
branch bank systems would exert pres- 
sure for the gradual disappearance of 
uneconomic banks but would not de- 
prive communities of banking services. 
New offices would be opened only with 
the approval of the Comptroller of the 
Currency who would not permit new 
branches that might jeopardize the 
services of existing institutions. A small 
bank, if sound, would not be destroyed 
but would have an opportunity to be 
converted into a branch without loss 
to stockholders and would retain its 
position in the community. 

In brief, the enactment of legislation 
permitting member banks of the Fed- 
eral Reserve System to establish 
branches would further strengthen the 
system by drawing to it hundreds of 
banks that would wish to take ad- 
vantage of the provisions; would con- 
vert thousands of unit banks into 
branches of sound central institutions 
and thereby, in orderly way, bring these 
small banks under Federal Reserve 
supervision; and would give the com- 
munities the deposit protection which 
they now lack. Such a law would in- 
volve no changes in the Constitution. 
A large part of the public is already 
convinced that this legislation is neces- 


sary to prevent further banking debacles 
and it would be relatively easy to 
crystallize this public opinion toward a 
sound branch banking law. On _ the 
other hand the proposals of Mr. Young 
would serve no better end, but would 
involve a sharp change in the banking 
situation, would demand a new educa- 
tion of the public on the banking 
questions and would bring about a 
hazardous and drawn-out conflict for 
a change in the Constitution. It would 
appear that the banking and political 
situation is such that all friends of 


sound banking should unite behind a 
branch banking law instead of dissipat- 
ing their influence with well meant 
but conflicting and improbable schemes. 


SAVINGS BANKS AND TRUST COMPANIES 
UNDER STATE SUPERVISION 


The third proposal by Mr. Young, 
that savings banks and trust companies 
should be state banks and that national 
banks should not compete with them 
can easily be enacted into law by 
merely prohibiting nationally chartered 
institutions from engaging in savings 
and trust business. Such a law would 
promptly leave the field to the state 
institutions. We need not discuss the 
merits of such a step here. They do 
not affect the main thesis of this article, 
that of safeguarding deposit accounts. 
In the main it may be well that this 
subject be not confused with the main 
issue because of the opposition that 
such proposals would arouse from the 
national banks, many of whom now 
have profitable savings account and 
trust departments. 

The final proposal that the Federal 
Reserve System should examine and 
discipline all member banks is common 
sense and economic and sound adminis’ 
tration. It seems anomalous to have 
two different departments of the Fed- 
eral Government, the Comptroller of 
the Currency and the Federal Reserve 
System, examine banks and have differ- 
ent controls over them. Students of 
banking have for many years advocated 
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that the Comptroller of the Currency 
and his department should be subordi- 
nate to the Federal Reserve System 
instead of being an independent Gov- 
ernment agency, in which the only 
connection between it and the Reserve 
System is the fact that the Comptroller 
of the Currency is a member of the 
Federal Reserve Board. The arguments 
are overwhelmingly for the proposed 
change and the change can be brought 
about by a law permitting departmental 
reorganizations of the two agencies. 
The Federal Reserve Board would 
under such a scheme have direct con- 
trol of bank portfolios, instead as at 
present, merely act as a discounting 
agency of its eligible paper and con- 
fine its examination to that portion of 
the bank portfolio that directly affects 
the bank’s credit with the Reserve 
System. The Comptroller of the 
Currency now conducts independent 
examinations, has the power to issue 
new charters and has _ considerable 
power to discipline member banks. All 
these activities are conducted inde- 
pendent of the Federal Reserve System. 
Unification of those two activities 
would be in the interest of sound ad- 
ministration as well as in the interest of 
sounder banking. But again, this legis- 
lation does not interfere with the in- 
herently sound process of bank unifica- 
tion under the Federal Reserve System 
by the cementing processes of a branch 
banking law. 


With fine spirit, Mr. Young has 
called attention to a grave national 
problem, one that is intimately asso- 
ciated with the economic life of the 
American people. First and foremost, 
the banks must be made safe reposi- 
tories of depositors’ funds. Once de- 
posits are safeguarded there will flow 
from banks to industry and agriculture 
the life giving credit. But if the 
stability of the banks is called into 
question then the stability of the whole 
industrial structure is in grave peril. 
No more important and fundamental 
problem confronts the industrial life 
of the American people than the prob- 
lem of sound banking. Radical changes, 
such as Mr. Young proposes, are fully 
justified because of the gravity of the 
situation and the author does not differ 
with Mr. Young on the ends he pro- 
poses to reach. The difference 1s 
merely in methods. Changes involving 
Constitutional amendments, it seems to 
this writer, are not a dependable means 


to bring about banking changes and 
preference should be given to methods, 
if available, that are less drastic and 


are less involved with a nationwide 
discussion with a public to whom bank- 
ing processes are unknown and un 
understandable. Branch banking will 
bring about the ends desired by orderly 
conversion of weak unit banks into 
ofices of stronger institutions who 
themselves will find it advantageous 
to join the Federal Reserve System. 
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Running the Small Bank at a Profit 


BANK with capital funds of as 
Ait as $17,500 and earnings 
assets of $175,000 can still earn 
a reasonable profit. This is one of the 
conclusions reached by Charles L. Jami- 
son, professor of business policy at the 
University of Michigan, in a study of 
755 small, unit, state banks in the 
Seventh and Ninth Federal Reserve Dis- 
tricts. Results of the study are pre- 
sented in a booklet, “Management of 
Unit Banks,” published by the Uni- 
versity of Michigan as one of a group 
of Michigan Business Studies. 

“In the final analysis,” says Professor 
Jamison, “a bank must show a net 
profit that will give a reasonable return 
on invested capital, even though the 
method of obtaining that profit may be 
varied and distinctly lacking in stand- 
ardization. Notwithstanding the in- 


adequacy of standard ratios, enough evi- 


dence has been gained from this study 
to justify an answer to the question: 
How small may a bank be and still earn 
a profit? Assuming that an average 
bank has an opportunity to make about 
6.75 per cent. gross, and 1.50 per cent. 
net on earning assets, if successfully 
managed, it may have earning assets as 
low as $175,000. The gross earnings 
of a $175,000 bank at the above rate 
would be about $11,812.50. The op- 
erating expenses would be about $9,- 
187.50, leaving a net profit of $2625, 
from which a reserve of 0.5 per cent. 
could be set aside for losses on bad in- 
vestments. The remainder, $1750, al- 
though a small sum of money in itself, 
would nevertheless be a profit of 10 
per cent. on a capital fund of $17,500 
—a proprietary investment sufficiently 
large for the safe operation of such a 
bank. This judgment is based upon the 
experience of the seven hundred odd 
banks covered by this study.” 

Among the other conclusions reached 
from his study, Professor Jamison found 
that the practice of banks concerning 
local loans is to invest more than 50 


per cent., but less than 75 per cent., of 
their funds in local loans and discounts, 
although, he says, the proportion differs 
widely from bank to bank and from 
time to time. 

Small banks put less than 5 per cent. 
of their funds into banking houses, fur- 
niture and fixtures, according to the 
study. A few banks may own business 
buildings in which space is rented 
profitably, but the maximum income 
earned from such investments is rarely 
more than 1 per cent. of earning assets. 

“It is apparent,” says Professor Jami- 
son in his conclusions, “that many 
bankers in the group studied have been 
converted to the belief that satisfactory 
liquidity depends upon maintaining a 
secondary reserve of marketable securi- 
ties. About 75 per cent. of the banks 
were carrying more than 20 per cent. 
of their resources in this form of in- 
vestment.” 

As regards cash reserves, Professor . 
Jamison says: “It might be supposed 
that, because the proportion of cash re- 
serves to deposits is prescribed by law, 
the cash reserves of all banks would be 
fairly uniform. The statistics of the 
banks included in this study show a 
range of from 5 to 30 per cent. of re- 
sources held as cash reserves. It is ap- 
parent that a large percentage of the 
banks carry cash reserves in excess of 
the legal requirement.” 

About 80 per cent. of the banks de- 
rive from 85 to 90 per cent. of their 
funds from deposits, Professor Jamison 
found. The greater the proportion of 
funds received from depositors, the 
higher the rate of profit on capital 
stock. Sixty-eight per cent. of the banks 
studied derive less than 10 per cent. of 
their resources from the investment of 
their proprietors. 

Under special circumstances, banks 
which are not members of the Federal 
Reserve System, as those in the group 
studied, may borrow from their corre- 
spondents to obtain funds for their cus- 


49 





We have prepared a series of short booklets 


entitled 
“As One Banker to Another” 


discussing informally several present- 
day problems which should be of 
interest to every Commercial Banker. 


Copies will be mailed upon request 


American Trustee Share Corporation 


59 Wall Street, New York 
Philadelphia 


Chicago 


tomers. On the dates for which figures 
were reported, Professor Jamison found 
that about 33 per cent. of the banks 
were in debt to their correspondents. 
About half of this number had derived 
less than 4 per cent. of their resources 
from borrowed money; a few showed 
excessive amounts of borrowed funds, 
the highest of which was 20 per cent. 

“A selected group of 131 banks,” 
says Professor Jamison, “which, it is 
believed, represent typical banking prac- 
tice, show that a small bank with man- 
agement of average efhiciency may be ex- 
pected to earn about 6.75 per cent. on 
its investment in earning assets. After 
all operating expenses are paid the bank 
may be expected to earn about 1.5 per 
cent. net on earning assets. But from 
this remainder must be deducted the 
amount of losses on bad loans and in- 
vestments. Such losses, with ordinary 
management, do not exceed 0.5 per 
cent. The earnings that remain to be 
credited to surplus or distributed to 
stockholders are found to be about 1 
per cent. of earning assets. 

“To obtain earnings of the amounts 
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Los Angeles 


stated a bank will derive from interest 
and discount an income of nearly 6.5 
per cent. on earning assets. All other 
earnings will constitute an amount 
equal to 0.25 per cent. on earning 
assets. The typical bank obtains about 
90 per cent. of its total gross earnings 
from interest and discount, less than 
5 per cent. from exchange and collec: 
tion fees, and the remainder from rents, 
bond profit, commissions, and _ other 
forms of income. 

“The largest single item of expense 
is interest on deposits, which consumes 
about 40 per cent. of the gross income 
of the typical bank. The next largest 
item of expense is salaries, which take 
about 22.5 per cent. of gross income. 
Taxes take only about 3 per cent. All 
other expenses take about 12 per cent. 
Nearly 22.5 per cent. of gross income 
remains as profit, but from this reserve 
for losses must be provided.” 

Professor Jamison says that these per’ 
centages may be taken as_ reasonable 
standards for small banks, though his 
study revealed wide deviations from 
them. 
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To Buy or Not to Buy—That Is the Question 


tant problem for the banker to 

face this summer than that pre- 
sented by his bond account. High 
grade bonds are now selling on the 
average at higher prices than they have 
brought for years. Yet many banks 
have bond accounts showing such heavy 
depreciation that their directors are 
spending sleepless nights because of 
them and, in far too many cases, banks 
have been closed because of losses from 
this source or have been kept in ex- 
istence only by substantial cash contribu- 
tions to capital to make good losses from 
this cause. This situation is, of course, 
due to the fact that lower grade bonds 
are selling at lower prices than they 
have brought for years. Over a period 
of time it seems quite probable that the 
high grade bonds will sell at lower 
prices, and that the low grade bonds— 
those which do not default—will eventu- 
ally sell at appreciably higher prices. 
Does this prospect, however, justify the 
sale of high grade bonds and the pur- 
chase of second grade bonds at the 
present time? 


Temes is probably no more impor- 


SAFETY PREFERRED TO YIELD 


In attempting to answer this question 
it is necessary to give consideration to 


several factors. In the first place, it is 
evident that the security-buying public 
now wants safety far more than yield. 
Short-term loans where the security is 
high are a drug on the market. The 
actual interest paid is so low that it 
may be said to be nominal. Reducing 
the rate would not increase the amount 


borrowed appreciably and increasing the 
existing rates would probably not check 
borrowing of this kind to any extent. 

Accompanying this decline in short- 
time interest rates on prime credit has 
been a similar decline in the return on 
high grade bonds. The public, includ- 
ing the bankers, want to be sure that 
their capital will remain intact even 
though the normal income therefrom is 
reduced. As a matter of fact, by so 
doing they are protecting their real in- 
come from loss and are tending to in- 
crease it since declining commodity 
prices mean that the purchasing power 
of the dollar (both interest and prin-~ 
cipal) is increasing. 

The frequent defaults in bond issues 
—real estate bonds are, perhaps, the 
most conspicuous example—and the 
known difficulties of certain other bor- 
rowers has caused a marked decline in 
the price of all bonds whose credit posi- 
tion is not firmly established in the 
minds of the public. In certain cases, 
the declines have not been strictly in 
accord with the facts, due to a lack of 
knowledge of the situation. German 
International 51's, for example, have 
sold at much lower prices during recent 
weeks than their actual status justified, 
due to popular misconceptions in re- 
gard to what a moratorium in German 
reparations payments would mean to 
these bonds. On the other hand, Bra- 
zilian bonds have sold during months 
past at prices which are difficult for 
anyone to understand who has been 
watching developments in that country. 
A few years ago the bond-buying public 
was indiscriminate in its purchase of 
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bonds regardless of their credit position 
and low-grade bonds were carried up- 
ward in price along with the better 
bonds. Now the public is equally in- 
discriminate, but it has lost its con- 
fidence and hence many excellent bonds 
have been carried downward in price 
along with those whose unsoundness is 
notorious. 


CREDIT POSITION IMPORTANT 


It is clear, therefore, that it is es- 
sential for a bank to examine carefully 
the credit position of any bonds whose 
purchase it may be considering. This 
is necessary not only to avoid buying 
any bonds in regard to whose safety 
there can be any serious question, but 


also to enable it to choose bonds whose. 


credit position is basically sound but 
whose price has been depressed for 
other reasons. 

When buying bonds it is necessary 
to give attention to the market situa- 
tion as well as to the credit position of 
securities. This focuses attention at 
once on the relative market positions 
of the “gilt edge” bonds as contrasted 
with the others. The prices of the 
former are so high that it does not seem 
probable that they will go much higher. 
This is quite different, however, from 
saying that they are likely to fall in 
price in the immediate future. On the 
other hand, it is by no means certain 
that the prices of the lower grade bonds 
may not decline still further on the aver- 
age due to defaults and threatened de- 
faults. However, it seems quite certain 
that when short-term interest rates begin 
to rise again the prices of the “gilt edge” 
issues will begin to decline in price, not 
because their credit position is being 
weakened, but because they are in more 
or less direct competition with short- 
term loans as a means of investment of 
funds. At this time, the prices of the 
lower grade bonds are likely to rise, 
beginning with the second grade bonds 
and gradually working down to the 
third, fourth and fifth grade classes of 
issues. The question arises: when is 
this change going to take place? 


THE BUSINESS CYCLE 


This at once brings to the foreground 
the whole matter of the business cycle 
and our present position in it. A statis. 
tical analysis does not produce any par- 
ticularly bullish facts. A_ statistical 
analysis in the early summer of 1921 
likewise did not provide much en- 
couragement either. There are certain 
facts of recent date, however, which 
seem to point to improved conditions in 
the not far distant future. The move 
to increase freight rates is one of these; 
President Hoover’s statement in regard 
to international political debts is an- 
other. 

An attempt to evaluate the statistical 
and other data bearing on the problem 
of a possible change in business activity 
would be quite incomplete if it omitted 
consideration of popular psychology. 
From many standpoints, public opinion 
this summer is the exact reverse of what 
it was in 1929. It will be remembered 
that, at that time, statistical data were 
inclusive in respect to an actual change 
in trend, although a general analysis in- 
dicated very clearly that a change was 
due. Public opinion, however, was ex’ 
tremely optimistic; the new era had 
come, prosperity was still with us and 
would be indefinitely, the stock market 
was still rising, and as we look back 
now it is clear that it completely failed 
as a barometer of a business change. 

The break did not come in the secur’ 
ity markets until the public lost con 
fidence and it did not lose confidence 
until less favorable earnings statements 
began to come out or to be rather 
definitely forecast. Statistical evidence 
is now inconclusive, a general analysis 
shows that a change is due, but public 
opinion is, on the whole, decidedly 
pessimistic (as these lines are written). 

It does not seem probable that a 
major upward trend in security prices 
and a similar change in short-term in 
terest rates will be initiated until pul 
lic opinion becomes more optimistic. It 
is impossible to say at the present time 
just what is likely to change public 
opinion, but change it certainly will. 
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It does not appear probable that this 
looked-for modification in opinion will 
come in the next few weeks, although 
it may surprise us. The probability at 
the present time is that it is likely to 
begin to take place in the fall, but as it 
is such an intangible element, any opin- 
ion in regard to it must necessarily be 
considered a guess. It seems probable, 
therefore, that high-grade bonds can still 
be purchased with a reasonable degree 
of safety in so far as their market sta- 
bility is concerned. Their market posi- 
tion must be carefully watched, how- 
ever, for their probable future price 
trend is more likely to be downward 
than upward. It seems highly probable, 
however, that when their prices start to 
decline, the fall will be very gradual, 
thus giving banks an opportunity to dis- 
pose of such holdings at little or no loss. 


LOWER GRADE BONDS 


And now, what about the market 
position in the immediate future of 
lower grade bonds? The answer to this 
question is somewhat more difficult than 


that for the high-grade issues. It seems 
very probable that the market will be-. 
come an increasingly selective one. It is 
certainly necessary to give more atten- 
tion to the credit position of these se- 
curities when buying and, as this is 
done, the prices of those which have 
real merit are likely to rise more quickly 
and to higher levels than those whose 
credit position is more doubtful. It 
certainly is not logical for this latter 
type of bond to rise in price until there 
is a marked general economic improve- 
ment upon which an increased strength 
in their position may be predicated. A 
substantial proportion of the lowest 
grade bonds are likely still to go into 
default and thus be eliminated alto- 
gether. 

It is not at all certain at the present 
time that the selective process referred 
to has begun as yet. It is quite pos- 
sible that events will transpire which 
should affect only the lowest grade 
bonds but which will influence the price 
of second grade bonds also. In par- 
ticular, it is quite possible that there 
may be drops in price of appreciable 
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Fluctuation in deposits 


and local demand... 


a factor 
in bank investment 


HAT has been the maximum 
withdrawal demand of your bank 
over the past ten or fifteen years? How 
great has been the variation in local bor- 
rowing demand? What have been the 
maximum cash requirements of the bank? 


A chart covering past experience in 
these fields is always an interesting and 
instructive study, and usually helps to 
provide a long range picture of the 
needs and problems which should be 
taken care of in a soundly conceived 
policy of bond reserve investment. 


The record of the past, of course, will 
not alone serve as an accurate and ade- 
quate forecast of what lies ahead. Times 
and conditions are constantly changing. 
Nevertheless, a knowledge of what has 
gone before, interpreted in the light of 
present conditions, will usually assist the 
banker in deciding upon the proper pro- 
portions of his bond reserve and the 
character of the bonds which should 
compose it. 


The foregoing merely touches upon 
one of the many points considered in 


DEPOSITS LOCAL LOANS 


the comprehensive studies which our 
organization is constantly preparing for 
our bank customers. Various others are 
suggested in our folder, Sound Investment 
Practice for the Commercial Bank. A copy 
will gladly be supplied any bank officer 
upon request. 
v v v 


e The program that does more than 
entertain ¢ Every Wednesday evening 
thousands increase their knowledge of 
sound investment by listening to the 
Old Counsellor on the Halsey, Stuart & 
Co. program. Broadcast over a nation- 
wide N. B. C. Network e 8 P.M. East- 
ern Time 7 P.M.Central Time 6 P.M. 
Mountain Time 5 P. M. Pacific Time 
© Daylight saving time one hour later. 


HALSEY, STUART & CO. 


INCORPORATED 
CHICAGO, 201 South La Salle Stret NEW YORK, 35 Wall Street 
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RESIDENCE ELECTRICITY that cost $1 
Auto- 
mobile values costing $1 then are 79 
cents now. 


in 1914 costs 71 cents now. 


In contrast, general liv- 
ing expenses that were $1 in 1914 
are $1.53 now. 

That the Associated System con- 


tinues to record uninterrupted gains in gross and net 
earnings in spite of the declining cost of electricity 
to the consumer, proves larger use by customers, 


TO INVEST, OR FOR economies in 


NFORMATION, WRITE 


operation — and the sound background 


of Associated securities. 


General Utility Securities 


Incorporated 


61 Broadway - 





New York City 





amounts for no reason or for very poor 
reasons. The banker who purchases 
second grade bonds, even after thorough 
analysis, may experience a decline in 
price because of some event, such, for 
example, as a default on Brazilian bonds, 
which has little or no connection with 
the issues he may be holding, a decline 
which should not last long but which 
might, depending on the condition of 
the bank, prove embarrassing to it. 


POSITION OF BANK 


This leads at once to a consideration 
of the position of a bank when the pur- 
chase of securities arises, for it is im- 
possible to buy bonds for the portfolio 
of a bank without knowing what its 
requirements actually are. Failure to 
bear this point in mind is the reason 
why many bankers do not succeed in 
handling their bond accounts to advan- 
tage and why advice given by statistical 
organizations to banks in regard to 
bonds is often not fruitful of the de- 
sired results. In buying bonds for a 
bank just as in buying shoes for an in- 





dividual, the first consideration is’.the 
need of the purchaser, not the article to 
be purchased nor the condition of the 
market. Obviously it is impossible to 
consider all the different classes of banks 
in this article; hence attention is called 
to two extremes in relation to the ques- 
tion of the immediate purchase of bonds. 

On the one hand, there are banks 
in a strong liquid position whose bond 
portfolios are clear of bonds whose 
credit position is not thoroughly satis- 
factory. Such banks can afford to 
buy second grade bonds at the present 
time, after assuring themselves that the 
credit position of any issue which they 
buy is fundamentally sound. Such 
banks can add substantially to their 
earning power by so doing and, over 
a period of time, can increase the 
market value of their assets. They are 
banks, however, which can accept a 
temporary market decline in such 
bonds without feeling under pressure 
because of it. 

On the other hand, there are—un- 
fortunately—many banks which are not 
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in the desirable position of the class 
just described. Many, in fact, have 
substantial losses to write off or have 
just done so. Some of them still 
possess securities whose credit position 
ranks them as distinctly below the 
highest grade. Such banks need 
strength and liquidity in their bond 
portfolios and hence should add high 
grade bonds rather than second grade 
issues to their holdings at the present 
time. Such banks, however, should 


watch market conditions closely in order 
to dispose of all of the long maturity 
issues of this type before an upward 
trend of interest rates carries the price 
of these bonds downward to an ap- 
preciable extent. 


The present time is a logical one for 
banks to add bonds to their portfolios. 
Published statistics show that they have 
been doing this. It is a time, how 
ever, that requires marked discretion 
in selecting issues if gains are to be 
realized and the bank protected against 
possible loss. The greatest danger of 
loss comes from the purchase of un- 
sound securities. Such issues should be 
avoided at all times, not especially at 
present. If the full measure of possible 
benefit is to be gained, however, both 
credit and market positions of all bonds 
need to be scrutinized carefully and 
securities purchased with the specific 
requirements of the bank definitely in 


Lest 5682 school children might lose their faith in banks as a repository for their 
savings, Colonel E. E. Kimble, president of the Tradesmen’s Bank and Trust Com- 
pany of Vineland, N. J., is paying to that number of children a total of $37,606 
which they had on deposit in the public school thrift fund in the Vineland Trust 


Company when it was closed last year. 


out the first check. 


Colonel Kimble is shown here handing 


It is estimated that he will receive back about half his money 


from the children’s accounts, which they are assigning to him. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 


Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


RIGHT OF BANK TO RECOVER 
OVERDRAFT 


Bank of Darlington v. Atwood, Kansas 
City, Missouri Court of Appeals, 
36 S. W. Rep. (2d) 429 


HE fraudulent act of the assistant 
cashier of a bank in neglecting to 
enter overdraft checks drawn by 
a depésitor will not prevent the bank 
from recovering the amount from the 
depositor upon the bank’s failure. 
OPINION OF THE COURT IN PART 
The plaintiff's evidence is that begin- 
ning in January, 1926, and ending in 
October, 1927, at various times checks 
drawn by the defendant on plaintiff 
bank were paid by that bank, laid aside, 
and not charged to his account. The 
assistant cashier who gave this evidence 
stated that the board of directors of the 
bank would not permit her to allow a 
customer to overdraw his account and 
she therefore concealed from them the 
fact that said checks were paid and laid 
away, as stated by her. Her evidence 
on this subject is not entirely consistent, 
in that she also stated that at various 
times on the incoming of checks she 
went to the defendant’s store and re- 
ceived money to discharge them. 
Defendant's wife was his bookkeeper, 
wrote all of the checks in question, ex- 
cept one, and seems to have attended 
to his business with the plaintiff bank. 
Her testimony clears the situation. She 
stated that when the bank closed, there 
were checks issued by her that had not 
been returned or entered on defendant's 
passbook; that the assistant cashier of 
the bank came to. her with some checks, 
evidently the ones in question, and that 


they checked them against her checks 
and found that the same had not been 
checked on defendant's account as kept 
by her; that at various times when de- 
tendant’s checks were returned by the 
bank she would not strike a balance to 
see whether the balance the bank 
showed and the balance on the books 
kept by her corresponded; that for the 
purpose of keeping the defendant's 
books she accepted the balance shown 
on the passbook; that each month she 
accepted the balance shown on the 
passbook and entered that sum as 
the balance of the account on the 
books kept by her for defendant; that 
she had not found that the bank had 
charged the defendant's account with 
more checks than had actually been 
written; that when the bank book was 
returned to her she did not, at any 
time, find any item charged to the de- 
fendant’s account that should not have 
been charged to it; that when the as- 
sistant cashier came to her .for money 
to take up checks that had been drawn 
on defendant’s acccunt, money was 
given to the assistant cashier, but that 
such sums were always entered as a 
deposit in the defendant’s passbook, 
and she thought she had received credit 
for the proper amount so paid to the 
assistant cashier. be 

Defendant argues that plaintiff can- 
not recover because its assistant cashier 
was guilty of a fraud when she con- 
cealed the fact of the payment of de- 
fendant’s checks and did not charge 
them to his account, but, on the con- 
trary, made up defendant’s passbook 
from time to time, showing a balance, 
when, if all of the checks had been 
charged to his account, an overdraft . 
would have been shown; that the knowl- . 
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The answer is, of course, that a lot of people 
built this greatcity. Themounting skyscrapers, 
towers and smoke stacks, after all, are only out- 
ward expressions of inner forces of progress. To 
these every forward-looking individual in the 
community has contributed in some measure. 


As bankers it is natural for us to feel that we have had 

an important part in the program. Indeed, the records 

of St. Louis’ Casal advancement would seem to 

prove it. In 1880 all St. Louis Clearing House banks 

combined had total resources of $48,033,746. In 1931 the 

First National Bank alone had resources four times as MN Z { 
great—$1¢6,598,068. Does not this indicate that St. nae Mi; Za 
Louis’ Largest Bank has been a prime mover in the cause, i { 
supplying vision no less than funds for the expansion? 


St. Louis are aware of their responsibility in controlling k 


The officers and directors of the First National Bank in \ it poms =~ 
\" ~~ 
\ 

\ 


resources equal to one-third the total for all Clearing 
House banks in the city. They freely acknowledge that 
the First Nationa! Bank's outstanding position in both 
size and service is a clear-cut testimonial to the con- 
fidence of the general public. A confidence that is deeply . 

rooted in the experience of the past. A confidence that 

anticipates future facilities equal to any demands that 

time may bring. 


Such confidence imposes an obligation of continued 
leadership which the First National Bank assumes in 
full. This forward-looking type of banking service is 
available to all banks looking for an ideal Correspondent 
in the Great Central West . . . to bankers who view the 
future with assurance. 


FIRST NATIONAL BANK 


ST. LOUIS’ LARGEST BANK BROADWAY -— LOCUST-— OLIVE 
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edge of said assistant cashier of the 
wrong committed by her was, in law, 
the knowledge of the bank. The referee 
found the other officers of the bank 
“knew nothing of this practice.” Knowl- 
edge of the practice will not be imputed 
to the bank. Emery v. Insurance Com- 
pany, 316 Mo. 1292, 295 S. W. 571; 
21 R. C. L. 843. 

The referee found that defendant 
had overdrawn his account and thus 
received the sum of $783.65 more than 
he had deposited in the bank. The 
failure of the assistant cashier to charge 
_the checks to defendant’s account did 
not increase or decrease the amount 
paid to the use of defendant. The 
overdraft is a debt, an irregular loan, 
owing by the defendant to the plaintiff, 
and should be paid. The case presents 
none of the necessary elements of 
estoppel. Shields v. McClure, 75 Mo. 
App. 631, 641. The fraud of the as- 
sistant cashier in keeping false books 
does not estop the bank from collect- 
ing what is actually due it. Clew v. 
Ellingwood, 86 Mo. 260, 272, 56 Am. 
Rep. 429. 


FEDERAL RESERVE BANK LIABLE 
IN COLLECTING FROM 
INSOLVENT BANK 


Vann v. Federal Reserve Bank of Rich- 
mond, United States District Court 
(E. D. Virginia), 47 Fed. 

Rep. (2d) 786 


A Federal‘Reserve bank which, with 
knowledge that: a’ member bank. is in- 
solvent, presents checks upon that bank 
and collects them, will be responsible for 
the amount to a receiver subsequently 
appointed for the member bank. The 
fact that the Federal Reserve bank was 
acting as an agent for collection in the 
matter has no bearing on its liability 
where it appears that it made the col- 
lection with knowledge of the drawee’s 
insolvency. 


Notice of motion by John R. Vann, 
as receiver of the First National Bank 
of St. George, against the Federal Re- 


serve Bank of Richmond. 


Judgment 
for plaintiff. 


OPINION OF THE COURT 


GRONER, D. J.—A part of the 
facts is stipulated. In addition, some 
oral evidence was taken which is not 
disputed. The case is as follows. On 
March 29, 1928, the Reserve Bank had 
received from its correspondent banks, 
and had on hand for collection, checks 
drawn on the First National Bank of 
St. George, amounting to $8,985.16, 
which on that day it mailed to that 
bank for payment. On March 30th it 
had on hand $11,059.19 of checks on 
the St. George bank, which likewise it 
mailed to that bank for payment. On 
the same day, viz. March 30th, it di- 
rected the manager of its Bank Re- 
lations Department, Mr. Garrett, who 
was then in Charleston, S. C., to leave 
there and go immediately to St. George, 
and demand of the St. George bank 
either payment or return of the checks 
contained in the two letters of the 29th 
and 30th. On arrival at St. George 
about 10.30 a. m. of March 31st, Mr. ° 
Garrett was informed by the president 
of the St. George bank that the bank 
was not able to pay the checks, and the 
same were surrendered to Mr. Garrett 
and the checks themselves noted for 
protest, but notice of protest was not 
mailed to the parties to said checks. 
The agent of the Reserve Bank was 
then informed that the St. George bank 
was making an effort to obtain money 
at Charleston, S. C., and that the con- 
tinued operation of the bank would de- 
pend upon the success of that effort. 
These negotiations having proved abor- 
tive, the cashier of the St. George bank 
notified Garrett to that effect at 4 
o'clock a. m. on the morning of April 
2 (Monday), and asked his advice. He 
advised that the national bank examiner 
be called, and this the cashier of the 
St. George bank did from Garrett's 
hotel room, informing the examiner that 
the board of directors of the St. George 
bank would meet at 8.30 Monday 
morning (April 2), and requesting him 
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Cash on Hand and in Banks ... 32,587,232.79 
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to come to the bank at once, stating 
that they were about ready to deliver 
the bank to him. The bank examiner 
was some distance away, and could not 
arrive in time for the directors’ meet- 
ing or until a little before midday. In 
the meantime Garrett, who was unwell 
and unable to return to St. George, 
called upon another agent of the Re- 
serve Bank in the neighborhood to re- 
port at once to him and, upon his re- 
porting around 9 o'clock, gave him the 
information he had with relation to the 
condition of the St. George bank, de- 
livered to him the checks contained in 
the two letters from the Reserve Bank 
of the 29th and 30th, and requested 
him to do all needful things in connec: 
tion therewith. This representative of 
the Reserve Bank went to the St. 
George bank, and found the bank open 
and the officers waiting for the bank 
examiner to arrive. The representative 
of the Reserve Bank presented the 
checks on the St. George bank, and re- 
quested payment. The cashier of the 
St. George ban! , thereupon paid (by 
order on the fund of ihe St. George 
bank with the Reserve Bank) $8,027.02 
of checks contained in the letter of 
March 29, received the checks for this 
amount, but at the same time informed 
him that he was unable to pay any of 
the checks contained in the letter of 
March 30th. 

At 10.30 that morning the St. George 
bank closed its doors and was taken 
charge of by the national bank examiner. 

This is a notice of motion brought 
on behalf of the receiver of the St. 
George bank against the Reserve Bank 
to recover the amount of the payment 
just hereinabove mentioned on _ the 
ground that the same was a preference, 
and was therefore void under the pro 
visions of section 52 of the National 
Bank Act (12 USCA §91). The sec- 


tion is as follows: 


“All transfers of the notes, bonds, 
bills of exchange, or other evidences of 
debt owing to any national banking 
association, or of deposits to its credit; 
all assignments of mortgages, sureties on 


real estate, or of judgments or decrees 
in its favor; all deposits of money, 
bullion, or other valuable thing for its 
use, or for the use of any of its share- 
holders or creditors; and all payments 
of money to either, made after the com- 
mission of an act of insolvency, or in 
contemplation thereof, made with a 
view to prevent the application of its 
assets in the manner prescribed by this 
chapter, or with a view to the prefer- 
ence of one creditor to another, except 
in payment of its circulating notes, shall 
be utterly null and void. . 


In my opinion, the transaction out of 
which the claim here arises was directly 
in the teeth of this statute. There can 
be no doubt that the St. George bank 
was insolvent, not only at the time it 
closed its doors on April 2d, but also 
at the time the cash letters of March 
29th and 30th were mailed. On the 
31st the cashier of the bank admitted 
its inability to pay in the ordinary 
course of business checks drawn on it 
by its depositors, but held out the pos- 
sibility—autterly without reasonable justi- 
fication—that it might be able to borrow 
money from another bank in Charles- 
ton as a reason why it should continue 
another twenty-four hours of life, and 
on this slim chance the Reserve Bank 
refrained from sending out notice of 
protest of the dishonored checks to the 
parties in interest until the following 
Monday. By Sunday night the faint 
hope of the preceding Saturday was 
extinguished, and the cashier of the St. 
George bank went directly to the rep- 
resentative of the Reserve Bank and in- 
formed him of the fact, and in his 
presence notified the bank examiner to 
come to the bank as soon as he could 
and take possession. It was therefore 
not only the case of an insolvent bank, 
but full and complete knowledge of its 
insolvency on the part of all concerned. 
And the effect of what was then done 
with knowledge of this condition was 
to prefer one creditor of the failing 
bank to another, that is to say, to en- 
able its depositors whose checks aggre- 
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LA MONTE NATIONAL SAFETY 
PAPER is chosen by bankers who re- 
gard their checks as builders of good- 


will and prestige. To them and _ their 
customers La Monte is the standard in 
check papers —safe, durable, crisp, dis- 
tinctive. George La Monte & Son, él 
Broadway, New York City. 

Also branch offices in Chicago, 
Cleveland, Kansas City, St. Louis, Atlanta, 
Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS -« Identified by wavy lines 


gated above $8,000 to be taken up and 
paid, and to that extent to receive their 
money in full, while the depositors 


whose checks were forwarded in the 
letter of the 30th as well as all other 
depositors and creditors of the bank 
were to the extent of the payment then 
made prejudiced in the application of 
the assets of the bank to the just and 
equal payment of its debts. 

The Reserve Bank, however, insists 
that, notwithstanding all that is said 
above, the payment of the checks in 
question was not a preference because 
it was a payment in the ordinary course 
of business, and was in all respects 
analogous to the payment of checks of 
depositors made in the ordinary course, 
but after the insolvency of a bank and 
with knowledge of the same on the 
part of its officers. Whatever rights a 
receiver of an insolvent bank may have 
against a depositor of the bank, who 
without knowledge of its insolvency 


withdraws his money a day or two 
before failure, it is not necessary here 
to decide, but there can be no doubt, I 
think, that, if there be added to the 
facts stated in the foregoing proposition 
knowledge on the part of the depositor 
of insolvency, the transaction, even 
though apparently in the ordinary 
course of business, would be subject to 


‘be set aside and annulled as in conflict 


with the statute, for if, as sometimes 
happens, knowledge of the impending 
closing of a bank is given a favored 
depositor as a result of which he is en- 
abled to withdraw his deposit, the effect 
of such a withdrawal would be to create 
a preference in his behalf, voidable and 
recoverable under the express terms of 
the statute. 

It is, however, further insisted by the 
Reserve Bank that, if all the foregoing 
be conceded, it is still not liable in this 
action because it was a mere agent; that 
its agency was understood by all parties 
and was a matter of agreement—in fact, 
the result of a lawful regulation, that 
is to say, a legal requirement that it 
should act as the agency for the collec- 
tion of the checks for account of which 
the payment was made, and that, hav- 
ing collected the money and remitted it 
to the owners of the checks without 
notice of any claim by the receiver of 
the St. George bank until after pay- 
ment, the actual beneficiaries of the 
preference rather than itself should be 
required to indemnify the receiver. The 
point is not without difficulty, and I 
have not been furnished with any au- 
thority on the subject, nor have I been 
able to put my hands on any directly 
in point. My conclusion, however, is 
that the Reserve Bank may not escape 
on this ground. I agree there can be no 
doubt that in the transaction the Re 
serve Bank acted wholly as an agent of 
the owners of the checks; that is to say, 
the member banks which had sent them 
to the Reserve Bank for collection. 
Carson v. Reserve Bank, 226 App. Div. 
225, 235 N. Y. S. 197. Federal Re- 
serve Bank of Richmond v. Early (C. 
C. A.) 30 F. (2d) 198. I further agree 
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it is equally true that, under the rules 
established for the regulation of the Re- 
serve Bank, it was required to accept 
checks upon solvent member banks and 
to present the same for collection, and 
by agreement was not liable to the de- 
positing bank, except under circum- 
stances not necessary to detail here, un- 
less collection was made. 

The Reserve Bank in this case would 
have assumed no liability, therefore, if 
on Saturday, the 31st of March, it had 
caused the checks on which payment 
had been refused to be dishonored and 
had returned them to the depositors, 
and, while doubtless it had a right to 
extend the period of notice of dishonor 
until the following Monday in the hope 
and expectation that the bank might 
then be in funds to pay the checks in 
the regular course, it had no right, in 
my opinion, after the most explicit 
proof of insolvency on the part of the 
St. George bank, and of its inability to 
continue in business, either to make a 
further presentation of the checks or 
to accept the money—without itself 
assuming liability for its participation in 


OVER $80,000,000 


a tortious act. The payment then made 
was a breach of trust. It was likewise 
a breach of the statute. Knowledge of 
this was peculiarly in possession of the 
representative of the Reserve Bank. It 
was obviously also in the possession of 
the cashier of the local bank, for at the 
very moment that he authorized the 
transfer of his bank’s funds to the Re- 
serve Bank he was awaiting the bank 
examiner to deliver the bank to him 
for liquidation, and within half an hour 
this was done and the doors of the bank 
were closed. It is, I think, idle to say 
that the bank was at the moment open 
and doing business, for the fact is it 
was not doing business. It had received 
deposits, it is true, but no deposits so 
received had been put through its books, 
but had been put aside, because to have 
done otherwise would have created 
criminal liability. 

The applicable rule of liability on the 
part of an agent is that, if money has 
been voluntarily and by mistake paid to 
him, and, before he receives notice of 
the mistake, he has paid it over to his 
principal, he will not be personally 
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liable therefor. Mechem on Agency, 
§ 561, and cases cited. But, where the 
element of duress or forced payment or 
of knowingly participating in an unlaw- 
ful act exists, the rule is different. In 
such cases the relationship of principal 
and agent does not exist—certainly not 
to the extent of relieving the agent 
whose personal participating made pos- 
sible the wrong committed. In such 
cases both the principal and agent are 
wrongdoers, and may be sued jointly 
or severally. If the collection of the 
money by the bank was a violation of 
the statute, and I have reached the 
conclusion that it was, and if the Re- 
serve Bank knew that the effect of the 
payment would be to violate the statute 
and create a preference though it did 
not itself profit thereby, the act was 
obviously wrong, and the party partici- 
pating in such a wrong may not ex- 
onerate himself by showing that he was 
acting for another. Upon this general 
subject, see the case of Elliott v. Swart- 
wout, 10 Pet. 137, 9 L. Ed. 373, in 
which there is a very satisfactory dis- 
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cussion of the question of the personal 
liability of agents in the receipt of 
money and the payment thereof to the 
principal. See, also, Shearman & Red- 
field on Negligence, § 112, and Whar- 
ton on Negligence, § 535. 

Judgment will go for plaintiff with 
interest and costs, but without prejudice 
to the right of the Reserve Bank in ap- 
propriate proceedings to demand of its 
depositing member banks reimburse- 
ment to the extent of its loss. 


PAYMENT OF CHECKS WITH 
PAYEE’S INDORSEMENT 
MISSING 


City Trust Co. v. Botting, New York 
Supreme Court, Appellate Term, 
248 N. Y. Supp. 204 


A drawee bank which pays checks, on 
which the indorsement of the payee is 
missing, cannot charge them against the 
drawer’s account; which may, however, 
recover the amount from a bank by 
which the checks were presented and 
collected. 





A depositor is under no duty to in- 
spect returned checks for irregularities 
in indorsements, as, for instance, checks 
on which the payee’s indorsement does 
not appear. 


Action by the City Trust Company 
against Leonard P. Botting and another. 
From an adverse judgment, named de- 
fendant appeals. 

Judgment unanimously reversed on 
the law, with direction. 


OPINION OF THE COURT 


PER CURIAM.—Judgment in favor 
of City Trust Company against Botting 
unanimously reversed upon the law, 
with $30 costs to defendant Botting, 
and judgment directed for the de- 
fendant Botting, and against the City 
Trust Company for the sum of $978.20, 
with interest and appropriate costs in 
the court below. Judgment in favor of 
Times Square Trust Company against 
City Trust Company unanimously re- 
versed upon the law, with $30 costs to 
City Trust Company, and judgment 
directed in favor of the City Trust 
Company against the Times Square 
Trust Company in the sum of $1,000, 
with interest and appropriate costs in 
the court below. 

The defendant Botting had funds on 
deposit with the City Trust Company. 
He drew two checks against such funds 
to the order of Industrial Securities 
Company. The checks did not bear the 
indorsement of the payee but of the 
Industrial Bankers’ Corporation. The 
checks were deposited by the latter 
corporation with the Times Square 
Trust Company, which credited the 
account of the indorser and stamped 
upon such checks, “All prior indorse- 
ments guaranteed.” These checks 
cleared through the Federal Reserve 
Bank of New York and were paid by 
the City Trust Company, the drawee 
bank, and charged to the account of 
Botting. 

The proof that the checks were paid 
by the City Trust Company without 
the indorsement of the payee established 
prima facie a misappropriation of Bot- 
ting’s funds, and the burden deyolved 
upon the City Trust Company of prov- 


MONEY THAT 
FIRE COULDNT 
DESTROY 


A fire. . . swift . . . destruc- 
tive . . . everything in ashes. 
The insurance covered all loss 
...except one hundred and 
thirty dollars that had been 
burned. But this, too, was recov- 
ered, for it was in A.B.A. Cheques. 

Kept in the house for con- 
venience or carried with you 
when traveling, A. B. A. 
Cheques are positive insurance 
against the loss of your money 
by fire, theft or destruction in 
any form. 

A. B. A. Cheques are safer 
than cash, and readily spend- 
able. Get them at your own 
bank . . . use them anywhere. 


A-B-A 
CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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ing that payment was made to the 
proper party. The claim that the checks 
were transferred without indorsement 
is not sustained by the proof. Section 
79 of the Negotiable Instruments Law 
provides: “Where the holder of an 
instrument payable to his order trans- 
fers it for value without indorsing it, 
the transfer vests in the transferee such 
title as the transferrer had therein, and 
the transferee acquires, in addition, the 
right to have the indorsement of the 
transferrer. But for the purpose of 
determining whether the transferee is 
a holder in due course, the negotiation 
takes effect as of the time when the 
indorsement is actually made.” The 
proof does not establish that the Indus- 
trial Bankers’ Corporation was a trans- 
feree of the instrument or that it had 
paid value for it. While possession of 
an indorsed negotiable order instrument 
gives the holder with possession a legal 
presumption of ownership (section 98, 
Negotiable Instruments Law), no such 
presumption obtains in the case of a 
transfer without indorsement, and such 
transfer must be proved by the holder 
(Korn v. Davis [Sup.} 172 N. Y. S. 
440; Meuer v. Phenix Nat. Bank, 87 
App. Div. 281, 84 N. Y. S. 321; 
Escamilla v. Pingree, 44 Utah 421, 141 
P. 103, L. R. A. 1915B; 475: Dorn v. 
Parsons, 56 Mo. 601). 


The Times Square Trust Company 
is liable to the City Trust Company by 
reason of its warranty that all preced- 
ing indorsements were genuine and that 
it had good title to the checks. Nego- 
tiable Instruments Law, §§ 115, 116. 
Such a guaranty covers a missing in- 
dorsement. See Paton’s Digest, § 2799. 
The defendant Botting was under no 
duty to inspect his vouchers for irregu- 
larities in indorsement. Paton Co. v. 
Guaranty Trust Co. of New York, 227 
App. Div. 545, 238 N. Y. S. 362; 
National Surety Co. v. President, etc., 
of Manhattan Co., 252 N. Y. 247, 169 
N. E372, VPA LR. NG. bs 
addition, there was no privity of con- 
tract between Botting and the Times 
Square Trust Company. There was 
likewise no duty owing by the City 
Trust Company to the respondent 
Times Square Trust Company to in- 
spect the indorsements on the checks. 
American Exchange Nat. Bank v. York- 
ville Bank of New York, 122 Misc. 
Rep. 616, 204 N. Y. S. 621, affirmed 
210 App. Div. 885, 206 N. Y. S. 879. 
There being no duty owing by the 
City Trust Company to the Times 
Square Trust Company, there can be 
no basis for the claim of negligence, 
and therefore the claim of estoppel by 
negligence fails. 
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Junior Bankers Plan for Future at 
A. I. B. Convention 


WVO thousand bankers met last 

month in Pittsburgh for their 

annual convention. They spent 
little time lamenting past mistakes or 
presenting remedies for the present 
situation; instead they planned for the 
future. The reason for this was, un- 
doubtedly, that the convention was that 
of the American Institute of Banking, 
the educational arm of the American 
Bankers Association, and as such is 
made up in the main of young bank 
officers and employes. 


Having chosen banking as _ their 


career, these young men and women are 
interested in learning everything pos- 
sible about the mechanics of banking. 
In the winter they attend classes which 
the organization sponsors in various 
cities over the country; and each year 


they meet in convention to listen to 
experts on various banking subjects and 
to talk over with each other the prob- 
lems in which they are particularly in- 
terested 

The program at this year’s conven- 
tion was concerned almost entirely 
with the mechanics of banking. There 
were but three addresses outside this 
category. One was that of Rome C. 
Stephenson, president of the American 
Bankers Association; a second, that of 
Dr. S. Parkes Cadman, well known 
minister; and a third, that of Dr. Ed- 
ward Mims, head of the English de- 
partment at Vanderbilt University. 

The rest of the convention consisted 
chiefly of group conferences on various 
phases of banking, at which experts in 
these departments addressed the dele- 
gates and at which there was ample 
time and opportunity for general dis- 
cussion. These conferences included 
such subjects as audits and accounting, 
bank administration, business develop- 
ment and advertising, credits, deposit 
functions, investments and investment 


banking, banking and trust 
functions. 

There were two competitions—the 
annual debate, in which teams from 
the Philadelphia and the Los Angeles 
A. I. B. chapters took part, and the 
annual public speaking contest for the 
A. P. Giannini prize. The debate, 
‘Resolved that the several states should 
enact legislation providing for com- 
pulsory unemployment insurance to 
which employers shall contribute,” was 
won by the Philadelphia chapter team, 
composed of Edward F. Matthews, of 
the First National Bank; William K. 
Carr, of the Central Trust & Savings 
Co., and Harry C. Culshaw, of the 
Franklin Trust Company. 

The public speaking contest was won 
by Walter C. Brinker, of the Inter- 
national Company, of Denver, Colo. 
His subject was “The Banker as a 
Stabilizer of Business.” Second place 
was won by John M. Gordon, of the 
Security National Bank, Los Angeles; 
third, by V. B. Pitts, of the Fourth 
National Bank, Wichita, Kans.; and 
fourth, by Harold W. Wallgren, of the 
Philadelphia National Bank, Philadel- 
phia. 

Los Angeles was chosen as_ the 
meeting place for next year’s conven- 
tion and Chicago for the 1933 meeting. 

Henry J. Mergler, assistant treasurer 
of the Fifth Third Union Trust Com- 
pany of Cincinnati, Ohio, was elected 
president to succeed Ben Aley, vice- 
president of the United States National 
Bank of Denver, Colo. Frank N. Hall, 
comptroller of the Federal Reserve 
Bank of St. Louis, was elected vice- 
president; and the following were 
named to the executive council: B. K. 
Dorman, assistant trust officer First 
National Bank, Shreveport, La.; Her- 
bert H. Gardner, vice-president High- 
land Park State Bank, Highland Park, 
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May we not suggest .. . 
... for YOUR St. Louis 


Account . . . Missouri’s 


largest Trust Company... 


Mercantile-Commerce 
Bank and Trust Company 


Locust + Eighth ~ St. Charles 
St. Louis 


“LARGE ENOUGH TO SERVE ANY — STRONG ENOUGH TO PROTECT ALL” 


Wis.; Henry Verdelin, assistant secre- 
tary First Securities Corporation, 
Minneapolis; Dale M. Tussig, assistant 
manager Security-First National Bank, 
Los Angeles. 

Extracts from a number of the ad- 
dresses follow: 


TURN HAS COME 


“As more and more manufacturers 
and business men realize that a turn has 
come and that they are overstaying the 
time to adopt constructive policies, they 
begin cautiously to press their selling 
campaigns, to speed up their produc- 
tion, to enlarge their working forces 
and increase their commitments for sup- 
plies. It is the gathering weight of 
these influences that finally raises the 
pressure of business and public con- 
fidence to the dynamic power of re- 
covery. 

“It is a favorable sign of the times 
that there seems to be general agree- 
ment that the bottom of the depression 
has been reached and all eyes are peeled 
68 


and looking ahead for the first indica- 
tions that the turn for the better is in 
sight. Who knows but what the first 
thing we know we will find ourselves 
already looking backward instead of 
forward as we realize that the turn has 
already come.”"—Rome C. Stephenson, 
president American Bankers Associa- 
tion, 


BRANCH BANKING CREDIT 


“Branch bankers, in common with all 
bankers, must recognize the funda- 
mental principles of credit. They must 
recognize the necessity of having every 
transaction stand on its own merits. 
Every transaction must be completely 
analyzed. The credit seeker’s integrity, 
ability and _ responsibility must be 
definitely established. Furthermore, 
loaning officers must determine what 
proportion of loanable funds may be 
allocated to each particular industry 
and to each particular community.”— 
Joe Martyn Turner, assistant  vice- 
president Bank of America N. T. © 
S. A., Los Angeles. 
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STRICTLY BANKING OPERATIONS 


“With profits from security trading 
gone and losses appearing to take their 
place, one source of a major part of 
earnings has been eliminated. The in- 
vesting of funds for high return so 
that expensive practices and high rates 
of interest payments may be continued, 
have resulted only in a ‘frozen’ condi- 
tion and an increase in losses. With 
safety and sound banking dictating that 
funds must be invested at lower and 
lower rates, it becomes very apparent 
that we must now go back to strictly 
banking operations to earn our profits. 
This will necessitate the discarding of 
many policies and theories that too 
many bankers now hold dear, and place 
upon banking the need for scientific and 
knowing management.”—John J. Dris- 
coll, Jr., of Driscoll, Millet & Co., 
Philadelphia. 


COMMON SENSE IN BANKING 


“Good banks will continue to be 
good only as long as the managements 
exercise common sense and good judg- 
ment in their operations. It is not good 
business to operate any bank on the 
theory that it may be subjected to a 
run at any time. Liquidity and safety 
of principal should be the primary con- 
sideration in the employment of bank 
funds. It is generally accepted that 
at least 15 per cent. of demand deposits 
and 5 per cent. of time deposits should 
be maintained in the form of cash and 
due from Federal Reserve and other 
banks in order to carry on the normal 
operations of a _ bank.”"—Harold G. 
Parker, vice-president Standard Statis- 
tics Company, New York. 


OPERATING AND METHODS 


“One of the most important and yet 
dificult things for a chief accountant 
or auditor to do is to develop in each 
of his men the conviction that he must, 
if he is to grow, constitute himself both 
an operating and a methods man. 
Whatever job a man is doing, he has 
those day-to-day jobs which he must 
do and which I would classify as of an 
operating nature; and then he has also, 
if he is alive, an imaginative job; and 
no matter how small or large it may 
be, it will call out his constructive 
ability for improving and establishing 
a better way of accomplishing what he 
is doing.”"—Arthur K. Schultz, assistant 
comptroller Chase National Bank, New 
York. 


HUMANITY IN TRUST SERVICE 


“Opportunities for helpful, humani- 
tarian service are constantly being pre- 
sented to our trust departments, and, if 
successfully met, become builders of 
good-will, not only for the departments 
themselves but for the banks they rep- 
resent. For example, the humanitarian 
side of the office of guardian of minors, 
conservator of mental incompetents and 
the like, has a strong appeal to general 
public good-will and stamps out the 
idea, still lingering with many, of the 
‘soulless corporation.” 

“Not only are communities apprecia- 
tive of humane service but of protec- 
tive service, such as that rendered by 
a trustee under a bond issue. The in- 
vesting public knows that when a bank, 
with its corps of trained men, so serves, 
investors are protected."—James D. 
Fisher, manager estates division, trust 
department, Colorado National Bank, 
Denver. 





Entrance to the Chase National Bank at 18 Pine street, New York. From an 
etching by Anton Schutz. 





Operating Ratios Decline 


Figures for the Second Federal Reserve District Published for 
the Year 1930 


OW the year 1930 compared 
H with those of 1929 and 1928, 
as far as banks are concerned, 
is shown in an analysis of the 1930 
operating ratios of representative mem- 
ber banks in the Second Federal Re- 
serve District, prepared and published 
by the Federal Reserve Bank of New 
York. The analysis is based on quar- 
terly condition reports and semi-annual 
earnings reports. In the tables repro- 
duced on the following pages, the 1930 
ratios are compared with those of the 
two previous years for groups of banks 
of varying size, and also for groups of 
banks classified according to the pro- 
portion of time deposits to gross de- 
posits 
The comparison shows that the ratio 
of gross earnings to total available funds 
was somewhat lower in 1930 than in 
1929 for all groups of banks, due in 
part to a reduction in the proportion 
of funds employed in loans, which in 
general give a somewhat higher rate of 
return than investments, and in part 
to a lower rate of income from both 
loans and short-term investments. The 
large New York banks were especially 
affected by the rapid decline in interest 
rates on loans and in yields on high- 
grade, short-term investments, of which 
they are the chief buyers. Banks in 
smaller cities usually maintain the same 
rates of interest year after year, regard- 
less of conditions in the New York 
money market, and do not ordinarily 
make heavy investments such as short- 
term United States Treasury certificates 
and Treasury bills, the yields on which 
fluctuate closely with open market con- 
ditions. 
_ The ratio of expenses to gross earn- 
ings was higher in 1930 for all groups 
of banks, for expenses did not show 
reductions corresponding to the decline 
in gross earnings. Due in great part 


to the inflexibility of interest rates 
paid on deposits, especially in the smaller 
cities, interest payments took a larger 
proportion of gross earnings than in 
1929. Only one principal item of ex- 
pense was generally lower in 1930— 
interest on borrowed money—partly be- 
cause of the lower rates of discount on 
loans from the Federal Reserve Bank 
and from the city correspondents of 
country banks, and partly because of 
reduced indebtedness. 

“By far the most important effects 
of the depressed business conditions 
during 1930,” says the Reserve Bank 
statement, “are reflected in unusually 
heavy losses charged off on loans and 
on securities. Losses charged off on 
securities were particularly heavy for 
the smaller banks and especially those 
whose holdings included any consider- 
able number of bonds chosen for their 
high yield, since bonds of this type 
suffered a severe decline in value toward 
the end of the year. 

“Partly because of the reduced rate 
of net earnings, which was the lowest 
in the eight years covered by these 
studies, but more largely due to the 
heavy losses charged off, the ratio of 
net profits (after charge-offs but before 
dividends) to capital funds declined 
drastically.” This ratio is shown this 
year for the first time in the tables as 
item 12. 

No group of banks showed a ratio 
of net profits to capital funds as much 
as one-half as high as in either 1929 
or 1928. One group showed no net 
profits and the two groups of banks 
smallest in size showed net losses for 
the year. 

In Table 1 a space has been provided 
so that any bank which may wish to 
compare its operations with those of 
other banks of similar size may insert 
its figures there. 
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Table 2—Average Operating Ratios of Representative Member Banks Grouped According to Amount 
of Time Deposits 


Read the table as follows: In banks with time deposits equal to less than 25 per cent of their gross deposits, capital 
funds averaged 18.8 per cent of gross deposits in 1928, 21.4 per cent in 1929, and 24.5 in 1930. 


Banks grouped according to the percentage of time deposits to gross deposits 


Ratios expressed in percentages Under 25% 25% to 49.9% 50% to 74.9% 75% and up 


1929 | 1930 | 1928 | 1929 | 1930 


CAPITAL 
1: Capital funds b to gross deposits : ; : 5 3] 14.8 | 15.9 | 17.8] 13.9 | 15.0 | 15.7 


LOANS AND INVESTMENTS 
2. Loans and investments to total available funds A a -3 | 88.0 


3. Loans to loans and investments . ; i d 49.5 | 52.1 | 61.6 
DEPOSITS 
4. Demand deposits to gross deposits 


5. Interest paid on demand deposits to demand 
deposits 


6. Interest paid on time deposits to time deposits. . 
EARNINGS 
7. Income from loans to loans..........++.0++: 
. Income from investments to investments 
. Gross earnings to total available fands ¢ 
. Net earnings to total available funds ¢ 
- Net earnings to capital funds b. 
. Net profits to capital funds b... 
SOURCES OF EARNINGS 
Ratio of the following to gross earnings: 
Income from loans 
14. Income from investments............00+0005 
15. Profit on securities sold (deduct ratio 26 for net)| 4.0 
16. Income from Trust Department 
TR.. BROMINE. ci asissisacceccscseesvesss 
DISPOSITION OF GROSS EARNINGS 
Ratio of the following to gross earnings: 
Salaries and wages 
Interest paid on borrowed money 
. Interest paid on demand deposits 
Interest paid on time deposits..............- 
. All other expenses 
. Total current expenses... .. eeeccccccesceocs 
. Net earnings (before charge-offs and recoveries)| 33.0 


. Losses charged off on loans and discounts. ... 
. Losses charged off on securities 
. Net profits (after all losses and depreciation 


charged off and recoveries, but before divi 
dends). . 


Number of banks in group 


“Deficit. For other footnotes see Table 1. 





1830-1931 


Crnesto Cornguist & Co. 


LIMITADA 


Buenas Aives 


Paid-up Capital: 12,000,000.00 Gold Pesos 


Reserves and Undistributed Profits: 
7,540,596.05 Gold Pesos 


Looking back on 100 
years of activities inti- 
mately related to the pro- 
gress of the Argentine 
Republic. 


We offer our services in 
the banking and other 
fields to strengthen and 
extend the links connect- 
ing our country in its 
progressive strides with 
the business community 
of the world at large. 


We invite business men, 
when in the Argentine, 
to call at our institution, 
assuring them greatest 
efficiency and intelligent 
attention to their special 
interests. 





Brighter Side of England’s Crisis 


(From the Monthly Review of the Midland Bank) 


O one can pretend that current 
N data relating to British industry 

and trade show any pronounced 
signs of marked recovery from the 
depth of the slump. This, however, 
must by no means be taken as justifica- 
tion for complete despondency. Some 
signs are distinctly encouraging, among 
them the remarkable way in which the 
volume of home business, as indicated 
by statistics of retail trade, bank clear- 
ings, and specific branches of produc: 
tion, has held up despite the depression 
in world trade, so glaringly reflected in 
the volume of our exports. It may, 
indeed, be said that that part of our 
unemployment problem which can be 
regarded as transitory is mainly if not 
wholly bound up with our overseas 
trading position, and that a solution 
can be confidently expected as and 
when world trade, as far as it concerns 
international dealings in finished goods 
for consumption and equipment, re- 
covers to its former volume. 

This recovery, it must be admitted, 
cannot take place until the greater 
steadiness of prices, displayed in some 
commodities, spreads and strengthens 
in respect of other primary goods, such 
as rubber, tin and copper. Meanwhile, 
however, a vital question at the moment 
—and one to which it is never too 
early to seek the answer—is this: To 
what extent are we prepared to help 
or hinder the process of trade revival 
in Britain when it is prompted, as it 
must be, by expansion of overseas de- 
mand for finished goods? Are we pre- 
pared to meet the. demand, or do we 
expect it to come to us, like the sun 
and the dew, by the bounty of a merci- 
ful providence? The answer to this 
question is delivered, superficially, by 
considerations of costs, marketing ar- 
rangements, credit facilities and other 
similar factors in, buying negotiations. 
In the last resort, however, it depends 
on matters of human nature. Are we 


reasonable; are we energetic and enter- 
prising; are we adaptable; are we 
scientifically minded; do we possess 
enough of these qualities to face the 
severity of modern competition, keener 
and more complex as it is than at any 
earlier stage in the economic history of 
the world? These are searching ques- 
tions. It is futile and cowardly to 
burke them; complacency in _ these 
matters can lead only to failure. On 
the other hand, it is psychologically 
debilitating to assume from some ap- 
parently obvious, but notoriously in- 
complete, evidence that British business 
men and British workers possess little 
or none of the essential virtues for 
success in international trade. 


THE GENERALIZATIONS OF M. SIEGFRIED 


For these reasons we propose to de- _ 
vote some consideration to the gen- 
eralizations of M. Siegfried, contained 
in his recent work on England’s Crisis. 
This friendly critic has done us good 
service. He has re-directed attention, 
by vivid description and deduction 
strikingly expressed, to some undoubted 
weaknesses in our economic machinery. 
Even allowing, however, for the impres- 
sionist nature of his study, it would be 
quite wrong seriously to accept all his 
conclusions, or even all his statements, 
as sufficiently grounded in fact and 
observation. In truth, if we are as M. 
Siegfried describes us at some stages 
of his book, then nothing less than that 
most difficult of spiritual processes, a 
“change of “heart,” can save us from 
rapid decline to a standard of living 
little higher than the medieval. In his 
view our machinery, on the whole, is 
worn out and obsolete, at any rate in 
the older industries; our captains of in- 
dustry, factory managers and engineers 
have not the technical ability or general 
culture of the continental; our business 
men and workers are becoming “steadily 
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THE BRITISH 
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more unwilling to sacrifice their leisure 
to business”; since 1919 we have never 
been able “to regain, even temporarily, 
{our} pre-war robustness”; our difficul- 
ties “are always the fault of someone 
else.” Even the English housewife is 
not spared—she is lacking in savoir- 
faire; “she does not take a keen delight 
in shopping economically, nor does she 
pride herself on her cooking, and the 
way in which she brings up her children 
is Open to criticism—she is honest and 
loyal, but slipshod.” In brief, our 
“entire economic structure is frozen”; 
“the masses are becoming more and 
more amorphous and lacking in initia- 
tive. They simply remain where they 
are, especially the unemployed, who 
never dream of emigrating, for by 
nature the good-for-nothing and the 
weakling do not react against adversity, 
but wait passively for something to turn 
up.” Curiously enough, with all these 
counts in the indictment, M. Siegfried 
encouragingly concludes that “there is 


nothing radically wrong with this 
people’ —indeed, in other passages our 
workmen are described as honest, loyal 
and skilful, and our engineers as tech- 
nically efficient—we merely “seem to be 
wanting in vitality,” we have not “the 
courage to go seriously to work,” we 
remain “entirely self-satisfied.” 

Leaving aside this incidental well- 
disposed attempt to minimize our fail- 
ings, it is very clear that if all this 
were true there would be no future for 
us. The country cannot expect success 
and prosperity to come by the efforts 
of the exceptional—if the vast mass 
are lazy, inefficient, unenterprising, then 
nothing can save us. It is only too 
readily recognized that a number of 
instances could be found of just the 
weaknesses that M. Siegfried mentions, 
but there is little or no evidence upon 
which they can justifiably be applied 
as general characteristics. The large 
space devoted in our papers to sport of 
various kinds provides no evidence that 
all, or even most, of us are gamblers, 
or prefer to spend our time in fiddling 
while Rome burns. Psychologically, 
all these strictures would be very de- 
pressing if well-grounded and un: 
answered, and, while it is necessary to 
confront our difficulties boldly and 
clear-sightedly, it is equally necessary 
that we should see whether there is any 
evidence of more favorable develop- 
ments and characteristics. If so, then 
most of the generalizations quoted can 
be set aside as worthless except to the 
extent that they help to concentrate 
attention upon weaknesses in specific 
sections of our organization, as against 
the whole. Is there, in short, a 
brighter side to the picture? No one 
who has lived in Britain and closely 
watched events can entertain a shadow 
of doubt that there is. 


PROGRESS IN PRODUCTIVE EFFICIENCY 


First let us consider briefly the ques 


tion of productive efficiency. One of 
the most striking facts established by 
official economic statistics is the sul 
stantial increase in output per head, 
considering industry as a whole, since 
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1924, probably our best post-war year. 
It is possible now to produce a con- 
siderably larger quantity of goods, with 
fewer men, working shorter hours, than 
before the war, and in the last decade, 
with all its difficulties, a quickening of 
the process has been visible on almost 
every hand. This very tendency, which 
is common to most countries and in- 
dustries, presents a fundamental prob- 
lem of social organization, but for the 
moment we mention it merely as prima 
facie evidence of progress in technique 
of production. To what is it prin- 
cipally due? 

There are several responsible factors, 
but among them undoubtedly has to be 
reckoned a great improvement in pro- 
ductive equipment. It may very well 
be true that, partly owing to incidental 
income tax provisions and partly to the 
long-standing specialization of British 
industry on lasting machinery, we do 
not scrap obsolescent plant so readily 
as, for example, the United States. 
But this by no means implies that 
British plant and machinery as a whole 
are hopelessly out of date. Indeed, 
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even in the iron and steel industry, of 
which M. Siegfried is so critical, a 
delegation from the Economic Advisory 
Council found British equipment would 
bear comparison, by no means to its 


disfavor, with that of Germany, 
Czechoslovakia, Belgium, Luxemburg 
and France. Evidence of improvement, 
in fact, is obvious in almost every 
branch of industry even to those who 
follow these matters no more closely 
than is possible to the general observer. 
Anyone who visits, for example, a 
modern British shipbuilding yard or 
engineering works will see many in- 
stances of striking economies achieved 
by the relatively recent installation of 
improved plant and machinery. Further, 
a great deal of useful research is being 
carried on in individual undertakings, 
under co-operative arrangements, or in 
Government-aided institutions, with a 
view to raising the standard of eff- 
ciency, improving products and reduc- 
ing costs. This process is going on 
increasingly in, for example, the textile 
industries, and in directions such as the 
extraction of oil from coal, the utiliza- 
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tion of pulverized coal, and of by- 


building industries. In coal, again, the 


products such as gas. 

The process of cheapening output 
and concentrating production in the 
conditions most tavorable to efficiency 
has achieved substantial progress, too, 
through what is commonly described 


as rationalization. Generally speaking, 
it is fairly safe to assume that combina- 
tion, vertical or horizontal, or looser 
association of undertakings in the same 
trade, tends toward more efficient, be- 
cause more highly co-ordinated, pro- 
duction and selling. Many examples of 
this tendency could be quoted, ranging 
from iron and steel products to articles 
of food, and beyond the field of pro- 
duction to that of marketing through 
wholesale and retail, and even export, 
trade. On the other hand, the war 
left us with over-expanded industries, 
such as iron and steel, the productive 
capacity of which has necessarily had 
to be cut down to correspond with a 
world demand of more normal, smaller 
proportions. Hence the extensive re- 
organizations and re-groupings in the 
iron and steel, engineering and ship- 
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phenomenal displacement of this fuel 
by oil and water-power has necessitated 
re-adjustments with which considerable 
progress has been made. Obviously, it 
would be legitimate to complain, if led 
to do so after thorough examination of 
the facts, that these processes had been 
undertaken much too slowly. Whether 
that be so or not, the main point at 
the moment is the fact of common 
knowledge that very considerable prog: 
ress has been made, particularly in the 
last five years. It is evident that our 
industrialists have not been sitting com: 
placently in clubroom chairs or extend: 
ing their golfing week-ends to the total 
exclusion, or even submergence, of these 
important matters. 


RE-DIRECTION OF INDUSTRY 


Further, when we take our eyes for 
a moment off the older, more seriously 
depressed and perplexed industries, we 
can hardly fail to be struck by the 
progress, truly amazing in some re’ 
spects, of new industries. Motors, ait’ 
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craft, artificial silk, gramophones and 
many other products have leapt into 
positions of prominence in our indus- 
trial structure. M. Siegfried notices 
this development, but fails to keep 
before him the logical deduction from 
it. Our engineers may be unenterpris- 
ing, unlearned, unpractical, inefficient, 
inferior to those of France or the 
United States, but the curious fact is 
that British machines have established 
many records which could have been 
achieved only by superior design and 
workmanship; and that British cars, 
motor-cycles and aeroplanes, for ex- 
ample, are exported in large numbers, 
side by side with the still considerable 
exports of older vehicles such as bi- 
cycles and locomotives. It is fairly 
obvious from these considerations that 
British industry is adapting itself by 
no means unsuccessfully to the new 
world conditions. The very changes in 
the character of our exports provide 
evidence that we are re-directing our 
energies to the products the world, 
with its rising standards of living, re- 
quires, and restricting the attention 
paid to older industries in respect of 
whose products the world is becoming 
far more self-supporting. 

Other striking evidence of re-adjust- 
ment is to be found in the field of 
power and transport. The national 
scheme of electrical development, prob- 
ably the greatest plan of deliberate, co- 
ordinated economic and social re- 
organization ever undertaken in this 
country, can hardly fail to bear rich 
fruit in industrial efficiency, not to 
mention social improvement. The de- 
velopments in road transport indicate, 
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too, that adaptability and readiness to 
seize opportunities of more economical 
conduct of business are not entirely 
absent from our post-war mentality. 
Even in railway transport, necessarily 
conducted under grave difficulties in 
the face of newly-born competition, 
progress has been by no means lacking, 
as witness the extensive electrification 
actually carried out or in early pros 
pect. 

Finally, on this part of our subject, 
industrial relationships have improved 
considerably since the immediate post- 
war period, and negotiations for re- 
adjustment of labor conditions are con- 
ducted in these days in a more scien- 
tific and reasoning spirit than formerly. 
The work of the Mond-Turner Confer- 
ence and the negotiations in various 
industries in recent years have shown 
marked improvement in this respect. 

A study of all these facts could 
hardly fail to carry conviction that 
Britain is rapidly becoming a vastly 
more efficient productive unit—differ- 
ent, certainly, from what it was, but 
not necessarily less progressive on that 
account. If results are asked for, they 
can be found even in our export statis- 
tics, which are usually taken as evidence 
of decline. Our total exports of manu- 
factured goods last year were consider- 
ably larger than those of the United 
States, with its 130,000,000 of inhabi- 
tants, and about the same as Germany’s, 
with the stimulus of reparation require- 
ments. This despite tariff obstacles te 
our exports, despite our load of taxa- 
tion, despite our short hours and high 
wages, despite our alleged inefficiency 
and lack of enterprise, and despite the 
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disruption of several markets, such as 
Australia, Argentina and Brazil, in 
which British goods had hitherto en- 
countered only relatively mild competi- 
tion. Even to countries like the United 
States and Germany, outstanding com- 
petitors in world markets and both 
highly protected areas, we still manage 
to ship considerable quantities of goods. 
Clearly, some of our goods must possess 
superiority at least sufficient to over- 
come the many handicaps from which 
admittedly we suffer. The various 
missions to overseas markets can hardly 
fail to stimulate the demand for many 
of our products—cotton, wool, linen, 
cutlery and other branches of industry 
may be expected to benefit on this ac- 
count—and the very fact that these and 
similar efforts at organized business 
propaganda are being undertaken, in 
times of grave depression, is evidence 
of enterprise which some of our 
friendly critics tend to overlook or to 
appreciate only inadequately. All this 
can fairly be stated, not in a spirit of 
vainglory, but as a counterforce to the 
depression engendered by continued, 
concentrated attention upon our weak- 
nesses and failings. 


VOLUME AND NATURE OF 
UNEMPLOYMENT 


True, when all the encouraging evi- 
dence has been taken into account, 
there still remains, printed in large 
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letters of blackest ink, our unenviable 
record of unemployment. A consider 
able part of this mass of idle man- 
power, associated with poverty and all 
its attendant evils, is attributable to 
non-cyclical forces—the permanent 
shrinkage in demand for particular 
products such as coal and cotton goods. 
Despite this decline, coupled with the 
rapid progress of labor-saving, it is a 
sign of adaptability and enterprise that 
the number of persons at work in this 
country in 1929 was very considerably 
higher than in 1924, both being rela- 
tively good business years. Apart al’ 
together from this section of unemploy- 
ment, presenting a vital problem of 
transference, the turnover of idleness 
has been high, that is to say, only a 
comparatively small number of persons 
has been idle for long periods. Most 
observers, including M. Siegfried, recog: 
nize this fact; yet, whatever else it may 
imply, it cannot but mean that there 
is no general reluctance to seek and find 
work—that the tendency to synonymize 
“unemployed” with “good-for-nothing” 
is at variance with the facts. Even as 
to the long-period idle in industries 
such as coal, it is no test of unwilling 
ness to work, as M. Siegfried suggests, 
that the unemployed do not emigrate. 
As he himself recognizes, one cannot 
emigrate at large—there must be a 
destination, with a fair prospect of em: 
ployment, yielding an acceptable stand- 
ard of life. It is easy to quote and 
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gather from hearsay or experience ex- 
amples of idling, malingering, and 
abuse of unemployment insurance, but 
it has still to be shown that the British 
as a whole have lost keenness in their 
work or assiduity in searching for it. 

There are still other directions, more- 
over, in which comfort can be sought 
from facts. We might perhaps point 
to the material advance in monetary 
policy, slow, but undoubtedly solid; to 
the closer and more helpful reilation- 
ship between industry and finance, par- 
ticularly in steps toward rationaliza- 
tion; to the monetary economy which 
has enabled us, despite great difficulties, 
to conduct our attairs on a relatively 
small gold basis subject to frequent, 
heavy diminution; to the fact that, on 
official estimates, Britain has lent abroad 
in the last decade probably as much 
as the United States itself. 


THE TESTS AND THE JUDGMENT 


Finally, as the ultimate tests, we may 
ask these questions, all judged upon 
the long run: Is our general standard 


of living being raised? Are our stand- 
ards of decency in living becoming 
higher? Are our personal qualities 
being sapped as a result of war and 
post-war developments? We have said 
enough already to indicate the nature 
of the answer to the first question. The 
second is answered by the substratum 
of general opinion on such matters as 
social services, sickness and unemploy- 
ment insurance, housing, education, and 
so on. The preliminary results of the 
London survey, showing marked prog: 
ress in housing, health and _ literacy, 
supply convincing evidence on both 
these questions, as indeed do simple 
foures like the nation’s vital statistics. 
Finally, the progress of the post-war 
years can scarcely be regarded as final 
evidence of lack of initiative and tech- 
nical skill and ingenuity, of inefficiency 


and laziness of labor, of non-adapta- 
bility in all important departments of 
our national life. Small wonder M. 
Siegfried finds, in one of his incon- 
sistent moments, that Britain “is not 
necessarily down and out,” that there 
is “a certain balance in her economic 
structure,” and that the “first-class 
funeral” which, he alleges, Europe has 
been preparing daily for us for the 
last few years, is being postponed so 
often as to suggest doubts whether the 
arrangements have not miscarried in at 
least one essential respect. 

We end the discussion by repeating 
that all these hopeful facts, and the 
conclusions they suggest, must not be 
taken as in any way justifying self- 
congratulation or complacency. There 
are many weaknesses in our economic 
structure and its manner of operation; 
we have numerous difficult problems to 
solve; they must not be minimized, but 
they are not made easier to cope with 
by magnification or multiplication. We 
may at least derive legitimate encour- 
agement from what has been achieved, 
and thus go forward with higher hope 
of success to grapple with the problems 
to which mankind, however quickly he 
advances, is the inevitable heir. In 
particular—and in this M. Siegfried has 
accurately diagnozed—we suffer from 
undue rigidity at a number of points 
in our organization. With greater 
elasticity more might be accomplished. 
But even here it is not without signifi- 
cance that we have suffered probably 
less severely from the world slump, 
despite our dependence on international 
trade, than either the United States or 
Germany. Let us take heart—we are 
not yet in our dotage, our bones have 
still some resilience, our joints are not 
yet stiffened beyond good use, our 
nerves are still relatively steady, and 
our brain possesses yet a fair degree of 
clarity. 
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put this question may surprise 
many. It will surprise none who 
are close to the European scene 
and who have had the opportunity of 
watching its changes year by year from 
this vantage ground. That opportunity 
has been mine repeatedly since 1921. 
I do not hesitate in saying that, in many 
respects, the situation is fraught with 
more danger than has been the case at 
any time in the interval between 1921 
and 1931. 

This is not a time to excite needless 
alarm or to express fears that may prove 
groundless. Nor, on the other hand, is 
it a time to ignore existing conditions 
however unpleasant they may be. We 
must face the situation as it is. 


THRESHING OVER OLD STRAW 


The difficulties of the present are but 
a continuation in intensified form of 
those which have long worried the 


world’s statesmen. Discussing repara’ 
tions and Allied: debts is merely thresh- 
ing over old straw. But it is straw 
that cannot be pitched aside. 

Germany is making a determined 
effort to secure a lessening of the bur- 
dens which the reparations payments 
impose upon her production and trade. 
Even as I write, the German Chancellor 
and Foreign Minister are in London to 
confer with the British Prime Minister 
and Foreign Secretary with that end in 
view. Failing to secure alleviation of 
this burden, Germany openly expresses 
the possibility of Hitlerism on one hand 
or of Bolshevism on the other. In 
either case this would mean the end of 
the reparations questions; nothing more 
would be paid on that account. That 
such an extreme course will be taken 
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seems most improbable. But the actual 
situation in Germany borders closely 
on desperation, and since the present 
Government has nearly or quite ex- 
hausted its capacity to retrench ex- 
penditures and increase taxation, desper- 
ate remedies may be invoked unless the 
countries receiving the reparations pay- 
ments consent either to a postponement 
or to a further modification of the sums 
finally to be paid. 


WHERE THIS COUNTRY COMES IN 


It has been the contention of the 
American Government that it is not 
interested in the reparations problem, 
at least not directly. But should repara- 
tions payments stop, this view would 
receive a severe shock. For some of the 
countries indebted to the United States 
have flatly told us that their payments 
on this debt will cease whenever Ger- 
many quits paying. With our own 
budget showing a deficit of nearly a 
round billion of dollars, the prospect of 
diminished receipts from our European 
debtors is by no means a pleasant one. 

There is a disposition in some quar’ 
ters to hold the United States respon- 
sible for the present tangle in which 
Europe finds itself. If we would only 
cancel the debts all would be serene. 
But the debts grew out of the war, and 
it would be a great stretch of one’s 
imaginative powers to ascribe to Amer’ 
ica a very large share of responsibility 
for that unhappy event. As to can 
cellation of the war debts, we might 
cancel them so far as our debtors are 
concerned, but they would remain an 
obligation of the Treasury to our own 
citizens. Should this additional con- 
tribution to war expenses be made by 
this country? This question may be 
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debatable. Its consideration at the 
present moment is wholly futile. 


RECENT WAR TALK 


Until the objections of France and 
other countries to the proposed German- 
Austrian customs union was referred to 
The Hague Court, the newspapers were 
freely considering the possibility of war. 
The real issue involved in this matter 
is not yet settled, but a breathing-spell 
has been afforded, and perhaps by the 
time the court renders its decision some 
composition of the difficulty may be 
reached. 


INFLUENCES FOR PEACE 


There are strong influences working 
for peace. M. Briand, despite his de: 
feat for the French Presidency, remains 
as Foreign Minister. He is working 
for peace, and is strongly supported by 
the Prime Minister of England and by 
the Foreign Minister. 

It is hoped that the visit of Secretary 
Stimson to various countries on the 
Continent may afford the American 
Government a better understanding of 
some of the difficult problems to be met 
and also result in closer co-operation in 
solving them than has always been 
given in the past. 

Much faith is being placed on the 
Disarmament Conference to be held at 
Geneva in February next, but it is the 
general opinion that unless the political 
atmosphere is cleared meanwhile, the 
conference will be barren of results. If 
Mr. Stimson can help in dispersing the 
fears and suspicions of the present, he 
will render a great service to the world 
by making a successful disarmament 
conference a possibility. 


THE VARIED EUROPEAN SCENE 


At the moment the reparations prob- 
lem is at the fore. A few weeks ago it 
was the proposed German-Austrian cus- 
toms union. A little earlier the over- 
throw of the monarchy in Spain. And 
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in that country the republican regime 
is as yet not firmly seated in the saddle. 
But a few days ago Signor Mussolini 
and the Pope were exchanging un- 
complimentary expressions. France and 
Italy assure one another of distinguished 
consideration, but do not settle their 
naval differences. Russia remains an 
economic and political enigma. 

Just outside this varied scene lies 
England, suffering from slackened in- 
dustries and serious unemployment, but 
“carrying on” and by her example con- 
tributing no small sum toward world 
stability and peace. 


WHAT OF THE FUTURE? 


There is apprehension on this side of 
the water that the worst of the world’s 
economic and political disturbances are 
yet to come. It is this fear which, more 
than all else, halts the renewal of busi- 
ness activity. If this fear is without 
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foundation, it may be disregarded. If 
it is well-founded, no time nor effort 
should be lost in seeking to face it. 


A BETTER OUTLOOK 


Since the foregoing rather gloomy 
sketch was written, the European 
situation has undergone a_ marked 
change for the better. The Bank of 
England has come to the relief of Aus 
tria, leading central banks and our 
Federal Reserve have extended large 
credits to Germany, and President 
Hoover has initiated a movement for a 
year’s postponement of German repara- 
tions payments. These developments 
are of great significance. They may 
reasonably be interpreted as indicating 
a change for the better in the situation 
in Europe, and as a preliminary step in 
recovery from the world’s economic de- 
pression. 

FRANCE 


While the plan of President Hoover 
for a year’s moratorium was being dis- 
cussed pro and con in France, the Paris 
Bourse, like the stock markets of other 
countries, was the scene of the biggest 
bull market that city had seen in sev- 
eral months. 

Prior to that time trade had been 
dull and prices had continued to drop. 
The latter condition was due, according 
to statisticians, to overproduction, a 
condition which was expected to extend 
to the agricultural districts and thus 
further decrease the purchasing power 
of the farmers. 

Commerce and industry continued 
depressed in May, but certain factors 
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were regarded as somewhat more favor- 
able. A further decline in foreign 
trade, especially exports, in April, raised 
the adverse trade balance for the first 
four months of 1931 to 4,429,000,000 
francs as against 3,000,000,000 for the 
same period of 1930. Total tax receipts 
in April showed a substantial increase 
over March, but were less than in 
April, 1930, although still above cur: 
rent budget estimates. Carloadings and 
railway receipts are still under last 
year’s levels, but the decline in May 
was less pronounced than the average 
for the year. In spite of the strike of 
textile workers, mentioned last month, 
unemployment is now decreasing stead: 
ily. On May 23 there were 42,800 
registered unemployed as compared 
with 45,300 the week before and 50, 
000 on April 25. 

Coal consumption is still declining; 
production, imports and exports are 
also falling; and important stocks are 
accumulating at the mines. Consump- 
tion is also being adversely affected by 
the textile strike. The iron and steel 
market, in line with the international 
situation, is upset, and declining prices 
and increasing stocks forecast early pro 
duction cuts. Activity in the plants is 
maintained with difficulty in spite of 
price sacrifices. At a meeting of the 
steel cartel in Paris on May 21 it was 
suggested that the years 1927, 1928 and 
1929 be taken as a basic period for fix 
ing export quotas, but no definite de 
cision was reached. 

There has been a noticeable seasonal 
improvement in the sales of both French 
and American automobiles. Building 
construction in May was better than 
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that in April but less than seasonal ex- 
pectations and below that of the same 
period last year. Construction in Paris 
is being maintained by a municipal 
building program. 

In a statement issued June 12 by the 
Bank of France, an increase of only 
205,000,000 francs was reported. The 
greater part of the increase came from 
Germany and the Reichsbank has sold 
gold to the Bank of France to obtain 
franc exchange. On the other hand the 
Bank of France has sold gold, which 
went to Switzerland. 

Difficulties arose in negotiations for 
a 150,000,000 schilling part of the 
Austrian loan. The French government 
plans to send to Austria and neighbor- 
ing countries a committee, including 
bankers and manufacturers, to study 
the possibility of providing those coun- 
tries with financial assistance by the 
French market. 


GERMANY 


A political and financial crisis, re- 
lieved at least temporarily by President 
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Hoover's suggestion, was undergone in 
Germany last month. The month 
started with a slight upward movement. 
While mostly unchanged, there was 
some slight improvement in a few in- 
dustries; bankruptcies were slightly less 
in May than in April—956 as against 
972; and there was a somewhat general 
recovery of stock prices after a con- 
tinuous decline. 

Later in the month, however, an ad- 
verse movement of the foreign ex- 
changes and heavy exports of gold 
caused anxiety abroad as well as in 
Germany. In a dispatch of June 12 
from Berlin to the New York Times 
the situation was described as follows: 


“The pressure on the foreign ex- 
change market, which began in the 
first week of June, has become distinctly 
heavier and, despite the repeated ship- 
ments of gold, exchange rates have re- 
mained around the gold export point, 
though they did not advance further 
after the beginning of the present week. 
On some days the demand for exchange 
reached 80,000,000 marks. Payments 
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to foreign markets for account of sales 
of German stocks in Berlin did not 
this time appear to play a material 
part. The main cause for the distur- 
bance in exchange seemed to be with- 
drawal of foreign funds, a result of the 
nervousness in connection with the 
political opposition to Bruening’s fiscal- 
reform decrees and of Briand’s attitude 
against revision of the reparations. 

“In the first week of June, as re- 
ported in its statement of Tuesday 
(June 9), the Reichsbank lost only 
90,000.000 marks gold and '70,000,000 
of exchange, but in the following five 
days it is estimated that the further 
loss of gold and exchange reached 
350,000,000 marks. During the week 
there was no sign of cessation in the 
demand for exchange. 

“The reassuring features are that 
thus far there has been no flight of 
home capital and that German com- 
mercial banks are buying exchange 
for repayment of foreign credits with 
their own cash. This is shown by the 
fact that the Reichsbank’s discount 
portfolio declined in the first week of 
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June and that deposits were reduced to 
a level not often reached. Circulation 
has also fallen off sharply and the ratio 
of reserve, notwithstanding the gold 
outflow, stands at the high figure of 
59.2 per cent.” 


The June 15 statement of the Reichs 
bank showed not only a large loss of 
gold, but also an expansion of the 
bank’s discount portfolio. | Whereas 
normally the Reichsbank’s portfolio de- 
clines heavily in the second week in 
the month—it was reduced by 250,000, 
000 marks during that week in 1930— 
this year the same week showed an in- 
crease of 310,000,000 marks. Since 
simultaneously the Reichsbank lost ap- 
proximately 100,000,000 marks in foreign 
bills booked as discounts, the effect of 
the exchange crisis was to put its dis 
counts approximately 660,000,000 marks 
above normal. To correct this situa’ 
tion, the discount rate of the Reichs 
bank was promptly raised from 5 to 7 
per cent. The commercial banks fol- 
lowed suit bv advancing their interest 
rates on overdrafts 2 per cent., making 
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the rate, including commissions, 12) 
per cent. The rate on deposits was 
advanced 1!4. per cent. and the private 
discount rate also rose from 5 to 7 
per cent. 

AUSTRIA 


The condition of the Kreditanstalt 
fur Handel und Gewerbe, the country’s 
largest private bank, continued to 
occupy Austrian financiers and govern- 
ment officials last month and finally 
caused the resignation of the Austrian 
cabinet. 

As reported in these columns last 
month, the bank was saved from pos- 
sible failure by the advance of $23,000,- 
000 by the government. As reported 
in June, this covering of losses by the 
state and by the Rothschilds was in- 
effective, as 400,000,000 schillings of 
deposits were drawn by inland credi- 
tors. At the same time, the Austrian 
National Bank’s holdings of foreign 
exchange cash decreased within a few 
weeks by 120,000,000 schillings, while 
discounted bills rose 300,000,000 and 
note circulation dropped 200,000,000 
schillings. 

On June 16 the Austrian cabinet 
resigned, after agreeing to guarantee 
all liabilities of the Kreditanstalt, in 
return for foreign bankers’ agreeing to 
renew for two years their short-term 
loans, totaling some $81,000,000, to the 
Kreditanstalt. 

Reports on Austria’s foreign trade 
for the first three months of 1931— 
made public last month—showed that 
imports into the country decreased 20 
per cent. as compared with 1930 and 
exports fell 31 per cent. 





ITALY 


Foreign trade statements of the 
Italian government continue to show a 
more favorable balance for Italy. Dur- 
ing the first five months of the current 
year the improvement in this direction 
has been continuous, in spite of the 
fact that the money value of both im- 
ports and exports has decreased sub- 
stantially along with the general re- 
duction of prices. During the five- 
month period the surplus of imports 
over exports was 1,249,000,000 lire as 
compared with 2,377,000,000 lire in the 
same period in 1930. In its trade with 
France, Italy’s exports have exceeded 
its imports for the first time in many 
years, the export surplus amounting to 
80,000,000 lire. For the same period 
in 1930 and 1929, import excesses of 
270,000,000 and 741,000,000 lire were 
reported. 

There is a continued slow reduction 
in the general index of commodity 
prices and evidence that decrease in 
purchasing power has become more 
marked. The agricultural outlook re- 
mains perplexing. Estimates on the 
European wheat crop indicate a larger 
production than last year in spite of 
decreased acreage. 


THE NETHERLANDS 


The spring rise in general business 


activities in the Netherlands began 
late this year and did not assume 
wholly normal proportions, notwith- 
standing the accelerated movement 
which culminated in the middle of 
May. There is some encouragement, 
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however, in the maintenance of the 
level reached at that time and in the 
current absence of the usual evidences 
of the seasonal summer recession. Be- 
lief is expressed in some quarters that 
business may carry on throughout the 
summer at something like the present 
degree of activity. The favorable fac- 
tors in the present situation are in- 
creased activity in building and in 
inland water transportation. Adverse 
elements are the unfavorable influence 
of the German economic depression, 
which has resulted in unusually dull 
Rhine traffic, in spite of low freight 
rates, and the depression influence of 
the colonial situation. The unemploy- 
ment index has remained steady. On 
May 9, totally unemployed constituted 
9.4 per cent. of all workers, and par- 
tially unemployed 4.1 per cent. Farm 
wages have declined about 5 per cent. 
and factory wages are also tending 
downward, resulting in large numbers 
of labor conflicts. Industries are gen- 
erally reported as operating at low 
levels, although a few trades, inciuding 
shoes and textiles, are somewhat better 
than in recent months. Prospects are 
discouraging in the shipbuilding and 
machinery industries. 


HUNGARY 


Hungarian trade for the first four 
months of 1931 showed a heavy de- 
crease as compared with the same period 
of 1930. While imports amounted to 
272,000,000 pengos during the first 
four months of 1930, they totaled but 
200.000,000 pengos during the 1931 
period. The decline in exports was 
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still sharper—from 290,800,000 pengos 
during tne first four months ot 1930 
to 170,900,000 pengos in 1931. 
Whereas the 1930 period closed with 
a favorable balance of 18,800,000 
pengos, the like period of 1931 showed 
an adverse balance of 29,100,000 
pengos. The decline in imports was 
chietly in coal and coke, paper, lumber, 
mineral oil, machinery, raw cotton, and 
raw metals, while in exports the prin- 
cipal declines were in animals for 
draught and slaughter, flour, wheat, 
lard and bacon, sugar, wine, feathers, 
and prepared meats. The foreign trade 
situation was particularly unfavorable 
during April, when both imports and 
exports showed further decreases. April 
imports were valued at 47,100,000 
pengos and exports 40,500,000 pengos— 
an unfavorable balance of 16,600,000 
pengos. Although the universal eco 
nomic depression was the main factor 
responsible for the decline in Hungarian 
trade, a considerable portion is attribu- 
table to the abrogation of the commer: 
cial treaty with Czechoslovakia. Im: 
ports from Czechoslovakia during the 
first quarter of 1930 totaled 42,700,000 
pengos, exports 37,000,000. During 
the first quarter of 1931 imports 
dropped to 16,300,000 pengos, exports 
to 5,500,000 pengos. The decline in 
exports to Czechoslovakia accounts for 
more than one-third of the total decline 
in Hungarian exports during the quar’ 
ter. 
BELGIUM 


The pessimistic outlook of Belgian 
business has been accentuated during 
the last month and uneasiness is be’ 
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coming more noticeable. While the 
major industries have sufficient reserves 
to tide themselves over for the rest of 
the year, they are now conjecturing the 
possible results of a protracted depres- 
sion. The new cabinet was finally 
formed after an interim of two weeks, 
which further delayed needed govern: 
ment financial legislation. The down- 
ward trend in the metallurgical markets 
has continued with no encouraging de- 
velopments; all plants are believed to 
he selling at less than cost prices and 
it is reported that several of them will 
be obliged to close down unless im- 
provement occurs shortly. The coal 
market is very depressed, with house- 
hold grades suffering from _ seasonal 
dullness and industrial grades entirely 
neglected. Stocks at the mineheads are 
increasing. Business in window and 
plate glass is limited. Hand-to-mouth 
buying is universal and foreign compe- 
tition is being felt severely in the lower 
grades. Building activities are mostly 
confined to public works; contracts for 
industrial and private construction are 


relatively few and small. 


SPAIN 


With important economic problems 
awaiting the solution of the new 
Spanish constitution, June found 
Spanish business slow and marking 
time. The tendency is to postpone all 
actions of major importance until the 
convening of the new parliament on 
July 15. Prior to that time no well 
defined outlook concerning business is 
possible for political and psychological 
aspects are having more influence than 
economic features. 

Stock market prices, in view of the 
lack of demand, followed a definitely 
downward trend during May, with sell- 
ing pressure, from Barcelona particu- 
larly, very noticeable. According to 
preliminary estimates, government rev- 
enues during May amounted to 277, 
000,000 pesetas which is 2,000,000 
Desetas above the revenues for May, 
1930. Expenditures during May have 
not as yet been announced. Following 
the peseta decline, the government took 
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measures to keep living costs stable and 
to this end prohibited a possible out: 
flow of prime necessities such as pota- 
toes, rice, dried vegetables, livestock, 
and meats. Later on the prohibition of 
rice and early potatoes was withdrawn. 
The principal government measures of 
economic nature during the month were 
a provision for the compulsory cultiva- 
tion, at owners’ expense, of any land 
already tilled but considered not cul- 
tivated according to the best agricul- 
tural usages; provisions for facilitating 
collective rental contracts; the estab- 
lishment of procedure for insurance 
against unemployment; and a_ re- 
organization of the superior railway 
council which is to prepare and submit, 
for action by parliament, a fundamental 
plan regulating relations between the 
railways and the state. All remaining 
major questions are to be referred to 
the new parliament when it convenes. 
Labor unrest continues in various parts 
of Spain. Unsettled conditions prevail 





BANKERS PUBLISHING COMPANY 


among the fishermen, the port and tram- 
way workers at Barcelona, the chemical 
workers at Saragossa, and in the coal 
mines in the north. These troubles are 
partly due to disputes with employes 
and also partly due to the disagreement 
between two leading labor organiza- 
tions, “Union General de Trabajdores” 
and “Syndicato General de Trabajo.” 
General agricultural prospects are fav- 
orable. 
AUSTRALIA 


Interest in Australia is centered at 
present upon conclusions arrived at by 
the Conference of Premiers which com- 
pleted its work during the month. 
These conclusions, now being considered 
by the government, include economy 
measures and schemes to increase gov- 
ernment income. 

Exports during April increased 
£854,000 over the same month in 1930 
but imports declined to below £3,000,- 
000 in value—the lowest record for 
any month since 1918. Declines in im- 
ports of alcoholic spirits, piece goods, 
petroleum, machinery, motor cars, 
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fertilizers and timber were especially 
marked. Wool has been quiet during 
the last month. 


BRAZIL 


There was a “coffee party” in Brazil 
last month. The National Coffee De- 
fense Council threw into the ocean 
40,000 sacks of coffee. It had previ 
ously burned 3000 sacks but so many 
complaints were received about the 
odor of the burning coffee that the plan 
of dumping it into the ocean was 
carried out instead. Plans for exten 
sive destruction are expected with the 
accumulation of more money from the 
selling and export tax, funds from 
which will be used to purchase excess 
stocks. 

At the same time a coffee conference 
was being held in Sao Paulo during 
which a number of proposals for im 
proving the coffee situation were pre’ 
sented. One was for the creation of 
an international coffee bank, capitalized 
at $100,000,000, with authority to pur 
chase the excess stocks of all countries 





| 


TS 
J 


More York Equipment 
for 
Federal Reserve Bank 
at Pittsburgh 


HE present vault equipment of the Pittsburgh 
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involved. Another suggestion was that 
of a joint advertising campaign to be 
carried on by the coffee and sugar 
growers. 

An improved exchange aided busi- 
ness during June. 


ARGENTINA 


Conditions in Argentina continued 
to improve slowly during June. Ex- 
ports of cereals and corn during the 
week ended June.19 broke all previous 
records and despite low prices this con- 
tinued heavy export movement caused a 
certain amount of optimism. 

Grain exports to June 22 were al- 
most double the amount shipped up 
to the same date last year and total 
7,210,757 tons as compared with 3,938,- 
584 in 1930. 

Despite the heavy export demand 
there has been no price improvement. 
While the flaxseed price remained firm 
at 10.60 pesos per hundred kilograms, 
both wheat and grain were lower in 
price. So far the government has re- 
sisted all efforts to have it attempt 
artificially to control prices. 

A composite balance of all banks at 
the end of May, published by the 
Minister of Finance, showed a decline 
of 51,000,000 pesos in deposits as com- 
pared with the previous month and a 
decline of '74,000,000 pesos in loans and 
discounts. Customs collections up to 
June 21 were 12 per cent. less than 
those of the corresponding period in 
1930. 

As compared with the corresponding 
period in 1930, exports during the first 
five months of 1931 increased 57 per 
cent. in tonnage but declined 10 per 
cent. in value. 


JAPAN 


The customary summer dullness in 
Japanese business is setting in and gen- 
eral trade conditions are quiet with 
most: lines showing less activity than 
at this time last year. Bank clearings 
and commodity prices have reversed 
the upward trend noted in the first few 
months of the year. The unemploy- 
ment situation continues serious, with 


wage reductions and dismissals causing 
increased labor difficulties. Financial 
conditions are practically unchanged, 
the note issue declining but security 
issues and postal savings increasing. 
The money market is easy with the call 
rate down to 1.4 per cent. Average 
stock prices are slighly lower, improv- 
ing stock yields. Bond yields, however, 
are somewhat smaller. The decline in 
government revenue will necessitate 
budget adjustments and further eco- 
nomies. 

Industrial conditions show mixed 
trends. Some industries, notably cot- 
ton yarn, rayon and paper, have low- 
ered their production restrictions so far 
this year, while the bleaching powder, 
cement and coal industries have raised 
the percentage of restriction. Other 
important industries, including spun 
silk, super-phosphates, copper and pig 
iron, are unchanged 


CHINA 


Wheat crop outlook in China is 
good, with prospects of excellent crops 


in North China and in Manchuria 
Favorable weather has improved the 
wheat outlook in central and lower 
Yangtze Valley areas, but, while quality 
is better, the lower Yangtze wheat 
crop may show a reduction of 25 per 
cent. from last year. Even though 
China’s stocks of foreign wheat are 
larger than a year ago, it is believed 
that lighter crops in contiguous terri- 
tory will result in Shanghai mills pur- 
chasing larger quantities of foreign 
wheat than last year. The crop out- 
look for other cereals is generally good. 

Canton’s municipal reconstruction 
program continues unaffected by the 
recent change in administration. 

The Kwangtung Provincial Govern- 
ment is reported to have purchased 
silver amounting to 15,000,000 Hong 
Kong dollars (approximately $350,000) 
and to be resuming the minting of sub- 
sidiary coin. 

The Canton government in South 
China is retaining all customs collec- 
tions except 5 per cent. for foreign 
loan service. General trading in North 
China remains dull, although fair com- 
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pared to last month. The tax situation 
continues the outstanding factor in 
North China commerce, with increasing 
ill effects upon all trading. The situa- 
tion in certain areas is reported defi- 
nitely worse than under the former 
likin system, as the number of tax 
barriers and the accounts collected are 
increasing and no immediate improve- 
ment is in sight. The collections, al- 
though irregular, are technically author- 
ized under the consumption, business, 
and special tax rulings of the Central 
Government. Traders report that col- 
lectors at various barriers are stopping 
all goods and accepting irregular sums 
agreed upon after much bargaining. 
The Tientsin sugar guild is reported to 
have ordered a number of firms to 
cease all purchases, and other organiza- 
tions contemplate similar action, with 


the possibility of a general merchants’ 
strike being ordered unless some ad- 
justments in tax collections are made. 
The sugar guild is still handling no 
goods, and Peiping meat dealers are 
refusing to pay the tax, with the result 
that no meat can be purchased in the 
City. Other guilds are reported ex- 
pected to join the movement. The 
new business tax, which was scheduled 
to take effect in Manchuria on June 1, 
ranges in amounts from 1 to 2 per 
cent. of turnover. The following classes 
of business are included among those 
from which the business tax will be 
collected: storage, insurance, trans 
portation, brokerage, manufacturing, 
and electric current, gas, and water 
suppliers. Two per cent. of capital 
and reserve will be collected from 


banks. 


International Banking Notes 


HE Banca Commerciale Italiana, Milan, 
has published another volume of 


Movimento Economico dell’ Italia 

covering the year 1930. This volume 
constitutes a complete statistical review of 
Italian business and industry, containing in 
its more than 670 pages a wealth of in- 
formation on the economic situation of the 
country. It is published in the Italian language. 


Tue Cunard Steam Ship Company, Limited, 
has published a booklet giving tables for the 
conversion of kilos into pounds and pounds 
into kilos. Copies of the booklet may be 
secured by application to C. W. Kenick, gen- 
eral freight manager, 25 Broadway, New 
York City. 


THe Swiss Bank Corporation of London 
has issued in booklet form statistics regard- 
ing fourteen Swiss industrial concerns and 
holding companies, the stocks of which are 
active on the Swiss stock exchanges. In- 
formation about each company includes date 
of founding, place of offices, objects for 
which organized, amount of capital, reserves 
and funded debt, dividends paid, date of 
general meeting, profits, and prices of the 
stock over a period of years. 


Den Danske Landmandsbank, Copenhagen, 
has issued a pamphlet, dated June, 1931, 
showing the yields of Danish Government 
and Credit Association bonds. This bank 
offers the facilities of its securities department 
for all kinds of transactions in connection 
with the purchase and sale of these bonds as 


well as all other Danish bonds and shares. 
The bank's telegraphic address is ‘Land: 
mandsbank.” 


ANNUAL report of the Latvijas Banka (Bank 
of Latvia), head office of which is in Riga, 
showed net profit in 1930 of 3,765,941 lats. 
This, the report says, is the smallest net profit 
ever registered by the bank, and compares 
with a profit of 7,900,000 lats in 1929. 

The decrease of gross profit by 2,300,000 
lats, according to the statement, was accom: 
panied by an increased write-off to the extent 
of 3,200,000 lats as against 1,600,000 in 
the preceding year. This considerable write: 
off arose in consequence of the cessation of 
activities of some important enterprises which 
succumbed to financial difficulties last year. 
Loan operations, which rendered the greater 
part of the bank’s profit, increased in 1930 
and averaged 147,600,000 lats, but the net 
profit derived from loans was smaller than in 
the previous year due to lowered rates of in: 
terest and to the increase of operative sums 
written off. 

In accordance with the bank’s statutes, the 
net profit of 1930 was apportioned as fol- 
lows: 25 per cent. to fundamental capital, 
941,485 lats; to reserve capital, 376,594 lats; 
to bonuses, 205,087 lats; to state revenue, 
2,242,775 lats. 

In its balance sheet for January 1, 1931, 
the bank reported paid up capital of 
18,734,925 lats, reserve fund of 4,351,986, 
deposits of 20,585,738 and total resources 
of 249,527,134 lats. 





cA Financial Gateway 
to the Markets of Canada 


From Halifax to Victoria the Bank of 
Montreal operates through more than 650 
branches. 


These branches, in conjunction with the offices it 
maintains in New York, Chicago and San Fran- 
cisco, enable the Bank to furnish its clients in the 
United States with the latest information con- 
cerning every phase of Canadian trade and to 
provide them with unsurpassed facilities for han- 
dling transactions at any point in the Dominion. 


It is thus a financial gateway to the markets 


of Canada. 


Total Assets 
in Excess of 
$750,000,000 





NEW YORK: 64 Wall St. 


CHICAGO: 27 South LaSalle St. 


BANK OF MONTREAL 


Established 1817 


SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


N bearing on business,” says the 

June 23 Business Summary of the 

Bank of Montreal, “the budget pro- 
posals of the Dominion Government are 
the outstanding feature of the month. 
Rates of duty have been changed in 
about 200 out of a total of 1200 tariff 
items, the revision being in the main 
upward for the purpose of protection 
to domestic industry, as well as increase 
of revenue. In addition, a new levy 
has been made of 1 per cent. on all 
imports, dutiable and free alike. The 
sales tax has been increased from 1 per 
cent. to 4 per cent., and the list of ex- 
emptions from sales tax has been cur- 
tailed. The three-cent postage rate has 
been restored on letters for other than 
local delivery, and the stamp tax of two 
cents has been made applicable to all 
bank checks irrespective of the amount 
for which drawn. The scale of income 
taxes has been recast. Upon net earn- 


ings of corporations the rate has been 
raised from 8 per cent. to 10 per cent.; 
dividends upon shares of Canadian cor- 
porations held by non-residents of Can- 
ada are made subject to a tax of 2 per 
cent.; the rate upon individual incomes 
has been so adjusted as to enlarge the 
exemption for married persons, reduce 
the impost on moderate incomes, in- 
crease the tax on large incomes and re- 
duce that upon very large incomes; and 
some measure of relief has been given 
in respect of double taxation on divi- 
dends. In general, indirect taxation by 
way of customs duties has been raised 
for promotion and protection of Ca- 
nadian purposes in order to balance the 
national budget. An effort is made to 
foster coal mining by a duty on an- 
thracite, a higher duty on bituminous, 
and a duty on coke, while to the wheat 
growers of the Prairie Provinces is given 
a subvention of five cents per bushel by 
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government absorption of that amount 
of the freight rate on wheat exported.” 

The Summary explains that the 
changes in customs duties apply almost 
wholly to goods imported under the 
general and intermediate tariff rates and 
not to goods imported under the British 
Preference. ‘British anthracite coal,” 
it says, “for example, remains on the 
free list, which fact, coupled with the 
prohibition of Russian coal, is expected 
to enlarge importation into Canada of 
Welsh coal.” 

The Summary also notes that both 
tariff and taxation proposals have yet to 
pass the committee stage of the House 
of Commons and modifications may be 
made at that time. 


GENERAL CONDITIONS 


The seasonal peak in industrial opera- 
tions has passed, according to the 
Monthly Commercial Letter of the Ca- 
nadian Bank of Commerce, Toronto, 
for June. “In some cases the upward 
swing ended in April, while in others 
it continued through to May. Certain 
factors kept business on a fairly even 
keel during the first part of the year 
and give some indication of what may 
be expected to develop during the next 
few months. In April the production 
of steel declined, but not so sharply as 
was expected; in fact, the drop was rela- 
tively smaller than from March to 
April, 1930, although sufficient to bring 
it down to the level of 1927. A fur- 
ther recession, however, is indicated by 
preliminary reports for May. Auto- 
mobile production more than doubled 
between January and April to a point 
about 25 per cent. below the normal 
rate, but a decrease will probably be 
shown for May. The operations of the 
newsprint industry have expanded each 
month since February, until in April 
the mills were working at 64 per cent. 
of capacity; in accordance with seasonal 
influences they should have reached the 
peak of production in May, from which 
month an appreciable decline may be 
expected throughout the summer, al- 
though this might be lessened somewhat 


if a strike now in progress in the pulp 
and paper industry in Norway is long 
drawn out. The lumber mills of British 
Columbia, which constitute the greater 
part of the national industry, have 
steadily increased their cut during the 
last five months; this production, how- 
ever, was only about two-thirds of the 
five-year average. 


MINING 


“The record of the mining’ industry 
is a mixed one. From January to April 
the output of coal was about 25 per 
cent. below normal, and the asbestos 
mines, while working at a slightly bet- 
ter rate than in the early part of the 
winter, were also comparatively slack. 
There has been no well-defined trend 
in copper production, a decline in one 
month being followed by an increase in 
the next, but when complete official re- 
ports are received it will probably be 
found that the output has fallen slightly 
from the record level of 1930, owing to 
the participation of major producers in 
the restriction agreement between the 
world’s leading copper-mining com: 
panies. Curtailment of lead is also ap- 
parent from various reports, but zinc 
production has continued on a com: 
paratively stable basis. The gold 
mining companies have continued to 
operate at a record rate, and there is 
the promise of further expansion. Owing 
to the association of cobalt with silver, 
a fairly good market for the former has 
enabled the silver mines to continue on 
a scale not much smaller than a year 
ago. 

CONSTRUCTION 


“Construction, while not so active as 
in the winter and spring of the three 
preceding years, has been above that of 
the like period in 1927. The 
volume of construction contracted for 
in April of this year was disappointing, 
but that reported by MacLean’s Build- 
ing Reports Limited for May increased 
by 62 per cent., although the value was 
about 20 per cent. less than in May, 
1930. According to our calculations, in 
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which allowance has been made for a 
reduction in the cost of such work dur- 
ing the last year, the volume of con- 
struction now in progress is about 20 
per cent. smaller than at this time in 
1930. 

WHEAT 


“Exports of wheat were not so large 
in March and April that they could be 
regarded as satisfactory in view of the 
record stocks on hand, but they were 
much greater in May, bringing the total 
for the elapsed part of the ‘wheat year’ 
to about 230,000,000 bushels. 


EMPLOYMENT 


“General employment conditions may 
be fairly well judged by the Dominion 
Government’s monthly statement com- 
bining reports submitted by over 7000 


employers, the latest of which, as at 
May 1, shows a seasonal upturn in 
April to a point about equal to the 
same period in 1928; there is, however, 
a qualifying note to add, namely, that 
there is more part-time work this year, 
which is not reflected in the official re- 
port, and taking this factor into ac- 
count the volume of employment is 
probably not greater than in 1927. 

“To summarize, Canadian industrial 
production has recently been on the 
1927 level, but some qualification is 
again necessary, in that the output has 
been sold at an abnormally low rate of 
profit. To fall back four years in 
volume, and still further as regards 
earning power, may seem discouraging, 
but from additional analysis, omitted 
here in consideration of space, we find 
that such a degree of retrogression is 
less than in most other countries.” 


A.T.& T. Favorite Stock of Investment Trusts 


[IXED and management investment 
Fis disagree on the desirability 
of many stocks for investment, but 
both unite in choosing American Tele- 
phone & Telegraph Company as their 


leader. According to Keane’s Manual 
of Investment Trusts, management trusts 
now hold 171,000 shares of this stock 
and 83,000 are in outstanding fixed 
trust units, making a total of 254,000 
shares with market value of $42,000,- 
000. The nearest rival is Consolidated 
Gas Company stock, held to the extent 
of 303,000 shares worth $26,300,000. 
The eleven greatest favorites rank thus: 


Shares Marketvalue 

held (000 omitted) 
American Tel. & Tel..254,660 $41,987 
Consol. Gas of N. Y...303,256 26,307 
Atchison 17,961 
14,305 
14,262 
14,037 
14,001 
13,662 
12,352 
12,020 
10,357 


184,036 
American Tobacco B..134,978 
Union Pacific 93,346 
American Can 121,448 
General Electric 
North American 
Union Carbide 


The greater mobility of the manage- 
ment trust portfolio as well as the em- 
phasis by the fixed trust on stability 
and size are shown in their comparative 
holdings of these eleven leading stocks. 
Management trusts are heavier holders 
of most of the eleven but with several 
exceptions. The holdings are: 


Number of shares held 

Management Fixed 

trusts trusts 
American Tel. & Tel.....171,209 83,451 
Consol. Gas of N. Y.....211,390 91,866 
Atchison 71,808 
47,476 
73,394 
70,308 
70,229 
17,478 
113,051 
113,650 
26,376 


N. Y. Central 
American Tobacco B 
Union Pacific 
American Can 
General Electric 
North American 


Union Carbide 


In still a third way investment trusts 
favor American Telephone & Telegraph 
above other stocks in that it is held by 
a greater number of trusts than any 
other. 
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i Ay peal pip i ws 
Above and below are illustrated two different types 
one circular and one rotary. 


Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 
New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JULY, 1931 


NEW YORK’S OLDEST BANK TURNS 
TO HISTORY 
Current Historical Campaign Emphasizes Bank’s Iden- 


tity with Important Men and Affairs 
of Its Early Years 


fied in its founding and 

early years with men of 
lasting prominence and repu- 
tation (particularly Alex- 
ander Hamilton) in the af- 
fairs of New York and of the 
then new nation, the Bank 
of New York and Trust 
Company, first in the City of 
New York and now the old- 
est in the country, has drawn 
on its rich historical back- 
ground for a series of news- 
paper advertisements which 
are Outstanding examples of 
their type. 

Publication of this his- 
torical series was begun some 
months ago and is continu- 
ing. To date more than 
twenty advertisements have 
appeared, all being run 6 
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columns wide by 182 lines, 
and staggered through four 
New York papers. Typog- 
raphy and illustration of the 
series are designed to con- 
form with the period under 
discussion in each individual 
advertisement. For example, 
copy treating of events in the 
1780’s and 1790's is set in 
old Caslon to give the ap- 
pearance of the hand cut 
type of the period, with fre- 
quent use of italics for em- 
phasis, and nouns set in ini- 
tial capitals. Copy dealing 
with episodes of the early 
1800's is also set in old Cas- 
lon, fancy and with flour- 
ishes, as was the type of that 
day. 

The illustrations used in 
the series are not only appro- 





priate to the text but have 
also an especial timeliness, 
due to the revival during the 
last decade of popular inter- 
est in early Americana, in- 
cluding wood cuts and other 
engravings. The illustrations 
of several of the advertise- 
ments of the series are pat- 
terned after wood cuts of the 
period to which they relate, 
now so much in demand by 
collectors and connoisseurs. 


~ 


PURPOSE OF CAMPAIGN 


The bank had a definite 
purpose in mind in the prepa- 
ration and publication of 
this historical campaign. The 
campaign’s objective is the 
conveyance of the idea of 
stability and continuity of 
management to that portion 
of the reading public which 
the bank is primarily inter- 
ested in reaching — namely 
men and women of means 
who are concerned about the 





A group of historical advertisements from the current newspaper campaign of the Bank of 
New York and Trust Company, described on the accompanying pages. 
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Three interesting episodes, contemporary with the early days of the Bank of New York and 
Trust Company, supply themes for the above group of historical advertisements, units of the 


conservation and safeguard- 
ing of their estates. 
Although the campaign 
was not designed to produce 
direct returns its results in 
this direction have been sur- 
prising. Not only have let- 
ters of comment and inquiry 
(all of which have been care- 


~ 


bank’s current newspaper campaign. 


fully and promptly replied to 
by the bank) come in from 
all points of the compass and 
from people in various walks 
of life: librarians, historians, 
genealogists, school children 
and the merely curious—but 
people of means have actu- 
ally walked into the bank 


NI 


ON THE OUTSKIRTS OF THE CITY 


May 26th, 1805, the cormermene of the City Fathers felt thar the City would never exund 
boccmer thes 


present Cory Hall was laid by Mayor Béwerd 

Lneguoa. @ The hesutfu! building, com- 
plored in 1812, hes been ecupied contineously for 
more than © ceaury. @ lt is interening to now 
that whe the frodt wad eden of the famous ere. 
rere are of Stockbridge, Memachusera, marble, the 
reas of the butidung is faced with browastens. The 


BANK ef NEW YORK aad TRUST COMPANY 
CAPITAL, SURPLUS AND UNDIYIDED PROFITS $20,000200 
4% Ware Sraset, New Yorn 
Uperws Offer: Madinca Aveove at Oiled Street 
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Typography and illustration of the above historical 

advertisement, one of a series now running in news- 

papers, have been made to conform with the usage of 
the period to which they relate. 


and arranged to place their 
estates with it as executor 
and trustee as the result of 
having seen and read one or 
more of the advertisements of 
the series. 

The introductory adver 
tisement reproduces a clip 
ping from the New York 
Packet and American Adver 
tiser of 1784, one hundred 
and forty-seven years ago, 
announcing a meeting which 
resulted in the establishment 
of the bank, whose constitu 
tion was drawn by Ale 
ander Hamilton, one of its 
first directors. 

The fifth advertisement of 
the series reproduces, over 
the headline: “The New Nw 


‘tion Needed Money,” a fac’ 


simile of United States Trea 
sury Warrant No. 1, from 
the original in possession of 
the bank. The copy of the 
advertisement says regarding 
the warrant and its signify 
cance: “It was issued Septem 
ber 13, 1789, by Alexander 
Hamilton as Secretary of the 
Treasury pending the collec 
tion of duties. The loan was 
made for the purpose of de 
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fraying the expenses of nego- 
tiating and treating with the 
Indian Tribes who were com- 
mitting many Outrages along 
the frontier. 

“This was but one of the 
many instances in which “The 
Bank’ (as it was then known 
to everyone) extended effi- 
cient aid to the young Ameri- 
can Government.” 

Advertisement number 
twelve of the series, over the 
headline: “A frenzy of specu- 
lation swept the country,” 
uses as an illustration the re- 
production of a drawing 
showing a scene in the Ton- 
tine Coffee House in New 
York in 1891, during violent 
speculation in United States 
Bank scrip. The main body 
of the copy reads: “During 
the early Years of Washing- 
ton’s Administration, Hamil- 
ton as Secretary of the 
Treasury, strove diligently to 
establish a sound System of 
Banking and to stabilize the 
Currency of the Country. 
But Speculation was the 
order of the Day. United 
States Bank scrip, originally 
offered for one hundred dol- 
lars, rose to 195, dropped 
rpidy to 110 and finally 
rallied to 145. Several fail- 
ures were the result. In this 
crisis Hamilton authorized 
the Cashier of the Bank of 
New York to buy govern- 
ment bonds and stocks to re- 
lieve the merchants of the 
City and to sustain the credit 
of the United States.” 
Advertisement number 
fourteen of the series, with 
the headline: “The First 
Families of New York were 
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>; OO WHEN GOOD WATER©. 
COST A PENNY A GALLON ! 


1800 there were wells or pumps on 
nearly every street corner. But the water 
from these was brackish, unfit for drinking 

purposes. @ The purest water on the island 
came from the Tes Water Pump, » Gac 
owing spring, in well, located on Chatham 
Street (now Park Row), near Queen Street 


(now Pearl) @ Brery day water from this fa- 
mous sprag was carted about in hogsheads and 
distributed, at a penny a gallon, to residences 
and business houses throughout the city.@The 
Bank of New York, the <ity’s most important 
financial institution, purchased its supply of 
drinking water from these public vendors. 


AND IN THE FIELD 


BANK of NEW YORK and TRUST COMPANY 


CAPITAL, SURPLUS AND UNDIFIDED PROFITS Sr0e00900  “"""* 


48 Wart Sraser, New Yor« 


Uptren Office: Madinon Avenue at 63rd Street 
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Note the wood block engraving style of illustration and 
the imitation of hand cut type (old Caslon) used in the 


above advertisement. 


Both illustration and typography 


of this character were much in vogue in the year 1800, 
with which time the advertisement is concerned. 


original stockholders in the 
Bank,” is illustrated with re- 
productions of etchings of a 
number of these original 
stockholders. In the margin 
of this advertisement to the 
right of the portraits is 
printed a partial list of stock- 
holders of record 1791, while 
the copy beneath the por- 
traits reads: “ “The Families 
and Descendants of many of 
the Merchant Princes of the 
City of New York, at the 
close of the Revolutionary 
War, continue to this day to 
be identified in a business 
way with the Bank of New 
York, which their Ancestors 
helped to organize. The 
Streets have changed, the 
Times have changed, the 
Money has changed; but 


there are the same old Names 
on the Books of the same old 
Bank.’ The foregoing was 
written thirty years ago, but 
it is just as true today, as it 
was then. Many of the 
names, listed at the right, are 
still to be found on the books 
of the bank.” 


KEYNOTE OF CAMPAIGN 


In the marginal copy of 
the first, second and third 
advertisements of the series 
may be found the keynote of 


the campaign. Taking the 
paragraphs in sequence, this 
copy reads: 

“Since its inception the 
Bank of New York and 
Trust Company has adhered 
consistently to the purpcse 





THE BANKERS MAGAZINE 


pany is of a size to render an 
intimate banking service both 
to moderate sized customers 
and to the great majority of 
wealthy corporations, firms 
and individuals. 

“With over a century of 
trust experience, serving gen: 
eration after generation of 
New York’s most distin- 
guished families, we feel con- 
fident that our service will be 
of inestimable value to any 
one contemplating a trust of 
whatever character. 

“By the unique charter of 
this bank, its trustees are 


elected for life or ‘good be 


ber 1 
tentio 
vertis 
preset 
has b 
man, 

tion, 

chairi 
have 

plans 


OFF! 


Bermuda .. Miami. . Havana . . Caire 


The day of your departure will be here 
before you know it! Almost as in a dream, 
you will actually be off. 


You may make all arrangements your- 
self with the accompanying worry, bustle 
and flurry, or you may take a tip from the 
globe-trower and let our Travel Bureau, 
without expense to you, take care of all 
details of the itinerary. Trips and cours 


everywhere. 


Travel Burean 


of NEW JERSEY 
Journal Square, jerey City. N J 


LARGEST BANK IN HUDSON COUNTY 


Eleven Offices ra Hadvon County 


Copy timely to the season of the year, and framed in an 


appropriate and impressive 


of its founders—to provide 
facilities in keeping with the 
times. Each forward step has 
coincided with the develop- 
ment of new requirements on 
the part of industry, com- 


merce or individuals for 
banking service. 

“Its organization today, 
free from extraneous growth 
and with the experience of 
years supporting the work of 
each department, presents an 
exceptional equipment for 
the discharge of all true 
banking functions. 

“And in the field of per- 
sonal and corporate trusts, 
this institution offers the 
facilities and experience 
growing out of its fusion 


background of illustration. 


with the New York Life In- 
surance and Trust Company, 
founded in 1830. 

“Since its founding in 
1784, a policy of this bank 
has been to create a personal 
relationship between its cus- 
tomers and its officers. We 
are reluctant to change our 
personnel. The familiar faces 
which you have known for 
many years will, we hope, 
greet you for many years to 
come. It is pleasant to do 
your business with men who 
know you and your require- 
ments. It is a satisfaction to 
feel that such business friend- 
ships are permanent. 

“Moreover the Bank of 
New York and Trust Com- 


havior’ with power to fil 
vacancies on the Board as 
they occur. Thus a con 
tinuity of management is 
guaranteed to the creators of 
trusts, giving comfortable as 
surance that their wishes will 
be carefully carried out fot 
generations to come. 

“Our officers will be glad 
at any time to discuss with 
you your particular problems 
and give you the value of 
their long experience in form: 
ing the kind of trust best 
suited to your requirements.” 

The campaign was pre’ 
pared for the Bank of New 
York and Trust Company by 
the Husband and Thomas 
Co. of New York. 


Tur Union Guardian Trust 
Company of Detroit has issued 
a 24-page, pocket-size booklet, 
“Buying Bonds for Banks. 
The text is by Dr. Ralph E. 
Badger, executive vice-president 
of the bank, and _ constitutes 
excerpts from a recent address 
by Dr. Badger before a group 
of bankers. The booklet dis 
cusses the purchase of bonds 
for bank account to meet sea’ 
sonal and cyclical needs. 
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FINANCIAL ADVERTISERS ANNOUNCE 
CONVENTION PLANS 


Boston Meeting Will Have “Creative Force in 
Finance” as Theme 


vention, which is to be 

held in Boston Septem- 
ber 14 to 17, occupy the at- 
tention of the Financial Ad- 
vertisers Association at the 
present time. Announcement 
has been made by F. R. Ker- 
man, president of the associa- 
tin, of the departmental 
chairmen and they in turn 
have outlined some of the 
plans which they have in 
mind for making the Boston 
convention one of outstand- 
ing value in this year when 
values are of so much impor- 
tance. 

All of the departmental 
chairmen have planned their 
programs so as to assist in 
carrying out the theme of the 
convention, “The Creative 
Force in Finance.” Some idea 
of the excellence of the pro- 
gram which is being planned 
can be gained from the fol- 
lowing messages from the de- 
partmental chairmen. 

There are five divisions— 
commercial, investments, new 
business, savings, and trust. 

The chairmen and their 
plans follow: 

Trust Development— 
Chairman W. Herrick 
Brown, First Naticnal Bank, 
Boston. 


Piven for the 1931 con- 


The trust development ses- 
sion of the coming conven- 
tion of the Financial Adver- 
tisers Association at Boston 
will consist of a departmental 
on Wednesday morning and 


a round-table dinner 
Wednesday night. 

In an effort to make the 
session as constructive as pos- 
sible, it is planned to intro- 
duce a somewhat novel 
scheme. At the morning ses- 
sion, delegates will be asked 
to frame carefully pertinent 
sand worth-while questions 
that suggest themselves as the 
papers are presented, or even 
questions on subjects not 


on 
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covered by the speakers. 
These will be passed in at the 
close of the session and will 
be examined by the executive 
committee of the trust divi- 
sion at the noon luncheon, 
and will be assigned to those 
who will preside at each 
round table in the evening. 
These questions will become 
the subject of discussion at 
each table during the dinner. 
Of course, this will entail 
careful selection of the most 
relevant and worth-while in- 
quiries. At the close of the 
meal as much time as possible 
will be devoted to the agreed 


KEYS to the New York State 


BUYING AREA 





closed doors for you 


ATTERING down 2 closed door is one way to get 

into 2 room. Using a hey is generally easier and 
quicker. We have keys to New York State markets that 
may fit doors that are now close to you. 

Through one officer of this bank in New York City, 
you ean meet the executives of the sixteen benks in the 
Marine Midland Group. These men are important men in 
their communities. They know locel business and local 
business men, They can probably bring you face to face 
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MARKETS 


State-wide Banking may unlock 


with on individual or with growps you have beew tey- 
ing to reach 

This is but one phase of Statc.w ide Banking. It ise past 
of the services that are available to you as a customer of 
the Marine Midland Trust Company of New York City. 

An officer of this hank will he pleased to explain tw 
you further the advantages of this banking »ystem that 
covers the area in whith 166 per cent of the nation’s 
buying power is concentrated. 


Tr: Marine Midland Trust Company 
of New York 


MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 
MAIN OFFICE: 120 BROADWAY 


Chambers at West Rroadsay Silhom ot Jobo Se. 


Well 


17 Battery Place 


correlated headline and 


12 East 45th St. Liberty at West Su. 


illustration feature this 


group banking advertisement. 
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best answers to each question 
presented by the presiding 
officer. 

TRUST DIVISION PROGRAM 

The program for the 
morning will comprise a 
group of subjects that inter- 
est all financial advertisers, 


will be—“Growing Needs 
for Trust Service,” including 
a discussion of “Misuses and 
Misconceptions of the Title 
Trust.” The speaker will be 
Ripley Dana, a prominent 
Boston lawyer, whom many 
will remember for his inter- 
esting and clear discussion of 


and an endeavor has been 
men well 


made to 
qualified 


papers. This program is the 
first draft and is subject to 
change. The opening talk 


the ence in 1929. 


Storing the Story 
of Your Progress 


¥ CLEVELAND TRUST safe deposit boxes could 
I speak, they would tell of many a modest or 
substantial fortune in the making. 


Here's a box with a few bonds. There will be 
more soon because the owner is building his 
fortune in bonds. Here's another with the deed 
to a small bungalow and the certificate of title 
to a lot where a bigger home is being built. A 
capitalist comes to this box twice a year with his 
secretary to check over an imposing pile of se- 
curities. This box contains life insurance policies 
suflicient to keep someone’s widow in comfort. 


The rug and cold storage vaults have stories 
of their own. Here a stenographer'’s modest 
fur coat hangs wear the expensive ermine wrap 
of a millionaire’s wife. There a major’s war-torn 
uniform speaks of France in 1918. In this vault, 
piles of precious oriental rugs tell of families 
cruising around the world. 

Wills, mortgages, faded photographs, jewelry, 
silverware, a packet of old love letters —all 
these and more are stored in Cleveland Trust 
fire and burglar proof vaults, the safest place 
for wealth in securities or sentiments. 


Cleveland Crust 


Resources ever 8300.000,000.00 A Bank in Every Neighborhood 


AIDS VOU BEVERY STEP ON THE WAY FO FENANCEAL ENDEPENDENG?E 


Safe deposit copy in the narrative manner, well written 
and supported by good layout and illustration. 


“Liabilities of a Succeeding 
Trustee” at the trust: confer- 


Following this, A. D. 
Chiquoine, vice-president of 
Batten, Barton, Durstine & 


——— 


Osborn, will dissect “Tru 
Advertising from the Stand- 
point of Context and Form, 
and What Particularly to 
Avoid and Emphasize.” Ip 
this connection all those who 
attend are invited to submit 
some of their advertisements 
for general criticism by Mr. 
Chiquoine. 

The next speaker, J. E. 
Drew, vice-president of the 
American Trust Company of 
San Francisco, will deal with 
“Trust Business That i 
Profitable to Avoid.” 

Following this, it is 
planned to have Gilbert 
Stephenson, vice-president of 
the Equitable Trust Com: 
pany, Wilmington, Del., give 
a talk on the “Value of Ac: 
cepting Small Clean Ac 
counts.” This will involve a 
discussion of the “Comingled 
Trust,” which he is using in 
his bank. 

Franklin W. Ganse, trus 
tee of the College of Life 
Underwriters, will speak on 
“What Should Not Be Ex 
pected from Trust Officers 
and Life Insurance Under 
writers in the Co-operative 
Insurance Trust Movement.” 

The last speaker will le 
Anthony Rutgers, of the 
Chatham - Phenix National 
Bank and Trust Company. 
New York, who has had 
great success in the use of 
the business insurance trus! 
approach. He will talk o 
“Business Insurance Trusts— 
Are They Worth-While?” 

An alternative subject— 
“Living Trusts — How © 
Secure Them”—is in the 
offing. 
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SAVINGS PROGRAM 


Savings—Chairman, Rob- 
ert W. Sparks, Bowery Sav- 
ings Bank, New York City. 

Today more than ever be- 
fore security is the great 
want of mankind. Brown, 
Jones, and Robinson are 
afraid! Fear is spreading 
over society—fear caused by 
the feeling that security has 
been neglected. 

In groping with the prob- 
lems of today, whether with 
tariffs or transportation, 
overproduction or under- 
consumption, easy money or 
hard wages, dead stock mar- 
kets or live bread lines, one 
thing stands out conspicu- 
ously and that is that the des- 
perate struggle for security 
is paramount. 

Those who are close to the 
savings business know that 
security is the fundamental 
element that dominates thor- 
oughly all other thoughts in 
the minds of men and they 
know also that individual 
saving is the basis of security. 

The saving of the public 
is the hub of the economic 
structure. It is a subject of 
great importance, whether a 
bank's savings business 
amounts to $500,000 or 
$500,000,000. It is the base 
or starting place of finance. 

Conditions today add even 
greater responsibilities to the 
shoulders of bankers and 
what is more they bring to 
those whose interest is in the 
public, bigger opportunities 
than ever before. 

The development of sav- 
ings should be an_ integral 


TRUE STORIES OF BUSINESS SUCCESSES IN NEW ENGLAND 


THE CANNIBAL FACTORY 


THAT ATE 


Reorganization cuts 
costs 30% 


A certain New England metal manufacturer 
suddenly woke up to the fact that, in spite 
of & steadily increasing sales volume, hie 


2. To rearrange and renovate the plant 
—with faster elevators, overhead bridges, 


ITS YOUNG 


weekend, thie whole drastic rrorganization 
was arcomplished in four months. It hae re- 
sulted in reducing production cats between 
30% and 40%. From that time profits have 
grown. 

Have you on unsolved problem? 
Although such far-reaching investigations 
a this are outside the province of the 

+ National Shawmut Bank, we are often peivi- 


modern lighting, ete.—would cost approai- leged to help both amall and large business 


xperi- mately $250,000, 


ed 3. Such a rrorganization would release 

chinery idle equipment, out-of-date methods, 20% of the entire floor space—four build- 
ings—which could be prohtably rented. 

4. Mary of the new machines not 

‘only would perform more work then 

the okt ones, but they would require 

less attention. For exe jour 


and sterile floor space may eventually ewal- 
Jow up all your profits.” 

Rut the manufacturer wanted de- 
tailed information. "How much will 
it cost to modernize the plant?” he 
asked. "What savings are we certain of 
effecting thereby?” A further search 
presented these facts: 

1. To replace the $556,000 
(rook value) of old machinery 
would cost $475,000, 


concerns solve difficult problems by suggest - 
ing new ways and means 

For example, if you are an executive pus- 
nling over a marketing problem in New Eing- 


modern machines, with two operators 

MA) could produce 40% moré work than — erilent chance that we may be able to produce 

cight obsolete models with four at- some valuable and constructive suggestions. 
tendanta, 

Without closing a single de. 

partment for more than « long 


Why not accept this invitation? Simply 
write to our Merchandising Division outlo- 
ing your problem. Perbape Shaw mut can belp. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


One of a series of outstanding advertisements on New 
England business successes, run by a Boston bank. Each 


advertisement of the series tells 


how a merchant or 


manufacturer found a solution to some troublesome 
business problem, with the suggestion that the bank's 
merchandising division is equipped to aid the business 


man in solving his problems. 


The above advertisement, 


in common with others of the series, combines highly 
interesting copy with attention getting headline and 
illustration. 


part of bank management. It 
is so interrelated with other 
factors of banking that it has 
been decided to develop the 
savings departmental of the 
Boston convention to cover 
both the internal and ex- 
ternal phases of the problem. 
The speakers for the savings 
departmental are being 
selected for their experience 
and ability to bring fresh and 
tangible thoughts. 


COMMERCIAL PROGRAM 

Commercial — Chairman, 
Frank Fuchs, First National 
Bank, St. Louis, Mo. 

Not only financial adver- 
tising men, but all those en- 
gaged in banking are seri- 
ously concerned with the 
many problems of banking 
today—particularly the prob? 
lem of attracting, developing 
and holding profitable com- 
mercial bank business. 
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The commercial depart- 
mental of the Boston conven- 
tion has been carefully 
planned, in keeping with the 
theme of the convention, 
“The Creative Force in 
Finance.” The program, 
when completed, will repre- 
sent the constructive thought 
and suggestions of prominent 
bankers throughout the coun- 
try. Special attention will 
be given, first, to the selection 
of subjects foremost in the 
minds of bankers generally, 
and second, to the assigning 
of experts to handle the sub- 
jects thoroughly. The com- 
mercial program is aimed to 
help the advertising man 
check his own ability and 
problems against those of 
other men in the profession, 
a program that will help 


bankers generally with their 
advertising and new business 
problems. 

In a few months after the 
Boston convention bank ad- 
vertising men will be seeking 


their 1932 appropriations. 
They will need new ammuni- 
tion to use on their boards of 
directors to help them pro- 
cure increased appropriations 
and re-inspire everyone with 
the absolute necessity of ad- 
vertising, regardless of pres 
ent economic conditions. 
How to get 1931 value for 
the advertising dollar; what 
group and chain banks are 
doing in advertising for com- 
mercial accounts; purpose of 
national advertising for large 
banks; can loan policies be 
explained in commercial 
bank advertising; how spe- 
cific dare one be in broad- 


casting offers of this service; 
strict enforcement of service 
charges; why banks advertise 
to other banks; what adver- 
tising managers should know 
about soliciting new business; 
comparative advantages of 
“good will,” “reason why,” 
“institutional” copy; best 
media for commercial adver- 
tising; what part direct-mail 
advertising plays in paving 
way for new business solici- 
tors; how about 1932; shall 
customers be charged for 
every check they write; 
maintaining respectable bal- 
ances—these and many other 
matters of vital interest will 
be discussed at the commer- 
cial departmental meeting. 
The talks will be practical— 
not based on theory, but on 
conditions as they now exist, 
and which are expected to 
show no material change in 
the next couple of years. 


NEW BUSINESS PROGRAM 


New Business—Chairman, 
J. Blake Lowe, Equitable 
Trust Company, Baltimore, 
Md. 

The Boston convention of 
the Financial Advertisers As- 
sociation, to be held Septem- 
ber 14 to 17, has for its gen- 
eral theme, “The Creative 
Force in Finance.” Behind 
this creative force, however, 
is a background of new busi- 
ness research upon which the 
advertising and business ex- 
tension policies of many 
member banks are founded. 

Legal precedent is based 
upon court rulings and legal 
decisions handed down over 
centuries of time since 


THE BANKERS MAGAZINE 


Magna Charta was extorted 
from King John in 1215. Ip 
the same way today, business 
precedent is growing out of 
principles founded upon 
business research and scien- 
tific study. In this day of 
keener competition and 
smaller margins of profit, the 
business executive no longer 
tolerates the “hit or miss” 
methods of the past. Quick 
decisions are made and those 
decisions are based upon 
facts culled from the records 
and figures of experience. 

In the field of finance to 
day, more than ever before, 
exists a demand for facts. 
Policies of business extension, 
advertising and bank sales 
manship must be built upon 
the proverbial ‘rock of group 
knowledge and not upon the 
sands of individual opinion. 
In the new business part of 
the Financial Advertisers Ay 
sociation convention will be 
presented subjects which 
have become the daily prob 
lems of those who shape the 
extension policies of banking 
institutions — subject to 
which the association in gen 
eral and the speakers in par’ 
ticular have given both time 
and study—subjects which 
the bankers who are looking 
toward tomorrow cannot af 
ford to pass up today. 


INVESTMENT PROGRAM 


Investment — Chairman, 
A. E. Bryson, Halsey, Stuart 
& Co., Chicago. 

The investment depart 
mental program will consist 
of two sessions. The first 
one on Wednesday evening 
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will be a dinner and round 
table discussion of the reports 
of the five research commit- 
tees. On Thursday morning 
such vital subjects as the fol- 
lowing will be scheduled: 

“Copy and Media De- 
velopments That Concern the 
Investment Advertiser;” 
“Has Advertising Failed to 
Deliver in the Current Busi- 
ness Recession?” “Is It a 
Justifiable Criticism That the Soeainaedeaebnaaet eesnomn seg se 
Abuses of Advertising Were so SSeS 
a Contributing Factor to the 
Depression?” “What Are the 
Unsound Copy Angles 
Which Have Been De- 
veloped in Recent Years? 
Where Will They Lead Us?” 
“Is Radio Going to Push the 
Newspapers for Their Pri- 
mary Among Advertising 
Media? What of Publication 
Rates? Of Rate Differentials? 
Circulation Trends?” 

Other major topics to be 
discussed are: “What Is the 
Selling Job of the Investment 
Market?” This topic will be 
discussed by a sales executive 
and has as its purpose an in- 
terpretation of the advertis- 
ing job, which necessarily 
parallels the selling job. 
“What Can We Learn from 
the Advertising Experience 


. 

A New Trust Company. . with 

new characteristics... . . organized 
> to meet the estate, trust and investment 
gs needs of men and women of means 


The Piducary Trust Company of 


Awe gt tee rere ete towers be Arvind my Ghrmnagh oanrn of eft a ea 
New York has been organued to ects waar 


Ve has 2 setup demgned to sasure 

chents of conamuty of present 

independence and poles, 

Ie apectauuses wo perwanal trust aod 

wevescment work Ne pedo ere hae BAOE.OUE + yeas reumch 

. pe 

Srranaanom oF Ther 

‘ase beam Wene 


Ths tame of the Patecery Trt 


Seer Servere 7 art hes de etennrem 

Rey emer oe a compen aed ew 

rm peremers e mems o the Np bof ermcamre, 

—— rot company te me 
‘cheme Bach 


Surron re or Ourwpe Rasances 
Up wo the tegerang of the prement conery, the 


Terr a wn waren entancy 0 the part of tee 


FIDUCIARY TRUST 
OF NEW YORK THIRTIETH FLOOR ONE WALL STREET 
CAPITAL $1,000,000 - SURPLUS $1.000.000 


An exceptionally good announcement advertisement 
of Investment Trusts?” ‘‘Co- of a New York trust company, addressed specifi- 
ordinati Ad 2s d cally to people of means. The copy is somewhat 

Ing vertising an lengthy but never superfluous. And so pleasing to 
Selling. to the eye are the layout and type selection in both 
headline and copy that the advertisement will invite 
reading all the way through by the class of men 
and women whose attention it seeks to arrest. This 
announcement was run five columns wide by full- 

page depth in New York newspapers. 


HOW BANKS ARE 
ADVERTISING 


From the standpoint of copy 


alone, there are a number of 


interesting aspects of the an- 
Nouncement advertisement of 
the Fiduciary Trust Company of 
New York reproduced elsewhere 
in these columns. In the first 


place the prospective audience 
is immediately defined—men and 
women of means. That done, the 
copy presents forthwith what it 
terms “three distinguished char- 
acteristics” which the new 


organization possesses in addi- 
tion to the “recognized advan- 
tages to a corporate executive 
and trustee.” These characteris- 
tics are, says the copy: 

“It reaches investment deci- 
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To WIVES of business partners: 


‘When a man bequeaths his share as part-owner 
of 2 business enterprise to his wife, a man’s burden 
falls heavily on a woman's shoulders. A woman 
is projected into a business atmosphere where she— 
(and the members of the firm)—may feel she does 
not belong. She may be called on to make unfa- 
miliar decisions about s business whose details may 
be entirely strange to her. 

In her anxiety to get from the business the income 
the s0 obviously needs, she may be tempted to do 
things to the course of the business—if she has the 
power—which will terminate its existence. 

And if she has not the power, her siuation may 
be no: better. She must shen abide by the decisions 
of the remaining members of the firm. She may 


ultimately have to accept a lowered income, if the 
Rew management is not as good as the old. She may 
try to sell her share—if she can 

Yet this is only part of what a woman—and a 
business—faces when her husband passes on to her 
his interest in a partnership or close corporation — 
wnless that interest is safeguarded by a Busines Life 
Insurance Trust. 

‘Then she receives a generous settlement, in cash. 
immediately. And the surviving irm-members do not 
dip imto their own treasury to make it. But control of 
the business passes over to them... Neither the 
business nor the heirs suffer. ” 

A description of this plan is given’ in a booklet, 
“American Business Needs this New Protection,” 
recendy published by us, The wife of any business 
partner will do well to ask her husband to write for it. 


BANK OF MANHATTAN TrRusT COMPANY 


Maia Oller, 46 Wall Sweet 11 Offices in Grenter New York 


A UNIT OF THE MANHATTAN COMPANY 


A trust advertisement addressed to a specific group of 

readers—who are defined in the headline—and contain- 

ing some convincing arguments in favor of the business 
life insurance trust. 


sion only after considering the 
judgment of independent invest- 
ment counsel based upon exten- 
sive research; : 

“It has a set-up designed to 
assure clients of continuity of 
present independence and poli- 
cies; 

“It specializes personal trust 
and investment work.” 

Following this, and arranged 
in chapter form with special sub- 
headings, are concise. pragraphs 
enlarging on such points as: 

“Specialization and personal 
trust in investment work,” point- 
ing out that the company does 
no corporate trust business and 
does not engage in commercial 
banking nor merchandise securi- 
ties; 


“Continuity of independence 
and policy,” pointing out that 
special arrangements have been 
made to prevent control of the 
company’s being purchased 
either by interests not in sym- 
pathy with its present indepen- 
dence or policies or for purposes 
of merger; 

“Continuous investment super- 
vision supported by outside re- 
search,” pointing out that clients’ 
funds are kept under constant 
review by a committee of prin- 
cipal officers subject to the super- 
vision of the board of directors, 
and that clients have the benefit 
of the investment recommenda- 
tions and the extensive research 
organization of a_ well-known 


firm specializing in investment 
counsel. 

The copy also stresses the in- 
vestment independence of the 
Fiduciary Trust Company, mak- 
ing the points that it is not 
aligned with any banking group; 
that it has no security affiliate 
and that neither company nor its 
officers, directors nor its invest: 
ment counsel are engaged in the 
merchandising of securities. 

The copy of this announce 
ment advertisement runs ap- 
proximately one thousand words, 
but the copy is so clearly and 
concisely written and the para 
graphs so compactly arranged, as 
to invite a reading of the entire 
advertisement on the part of that 
portion of the reading public to 
which it is addressed. 


For nearly ten decades the New 
York Clearing House Associa’ 
tion has been serving local 
banks as a ‘place of daily ex 
changes between members and 
the payment of the balances re: 
sulting from such _ exchanges. 
The association takes note of its 
long years of continuous ser 
vice to its member banks and 
to their depositors in an ad 
vertisement in New York news: 
papers, five columns by sixteen 
inches, bearing the headline, 
“78 Years of Service and Pro: 
tection to Bank Depositors.” 
The text of the advertisement 
reads: ? 

“Seventy-eight years ago the 
New York banks organized the 
New York Clearing House As’ 
sociation to facilitate the con 
duct of banking in New York 
and to aid in the ‘maintenance 
of conservative banking through 
wise and intelligent co-opera’ 
tion.” 

“Through the intervening 
years, the Clearing House has 
functioned with a remarkable 
record for service and protec’ 
tion to depositors. 

“The Clearing House today 
is composed of leading New 
York banks. The standards of 
practice established by it, the 
reports and examinations re’ 
quired, and _ the — supervision 
exercised by the Clearing House 
Committee constitute an ‘Im 
portant safeguard to the cus 
tomers of New York banks 
belonging to this Association. 





New Office of Westminster Bank 


neighborhood of the Bank of Eng- 

land has been in the hands of the 
builders and London’s commercial cen- 
ter has been steadily rising on a grander 
and more dignified scale. A particu- 
larly interesting contribution toward 
the architecture of the post-war City is 
the new head office building of the 
Westminster Bank, which is nearing 
completion. 

In order to cause as little disturbance 
as possible to the business operations of 
the bank, the work was undertaken in 
three sections. The first, begun some 
eight years ago, was the eastern section 


are the last eight years or so the 


View of the entrance bay to the new 
head office building of Westminster 


Bank. Note the arched doorway 
carried up the height of two floors. 


in Angel-court. Here are located the 
securities department on the ground 
floor and the board room and chief 
offices for the directorate above. 

The second section was the northern 
portion of the site reached from Token- 
house-yard. On this boundary a range 
of one-story, top-lighted offices separates 
the new building from the adjoining 
Properties. Here accommodations for 


the managerial staff and necessary wait- 
ing-rooms are provided. 

The final section is the Lothbury 
portion which embraces the greater part 
of the building, including the whole of 
the main front. This section consists 
of seven stories above ground and 
three basements. 

On the ground floor is the banking 
hall, a lofty apartment of fine propor- 


A feature of the entrance bay to the 

new head office building of West- 

minster Bank is the huge gate of 

wrought-iron weighing three and one- 

half tons. This rises through a chan- 
nel in the entrance steps. 


tion with the usual mezzanine floor 
running around it. For this soft-toned 
Subiaco marble has been used for pil- 
lars, moulding and lining. Except for 
their steel cores, the twelve great Ionic 
columns which support the roof are of 
solid marble. The public space has 
been given a checquered floor in which 
green Tenos marble and Roman stone 
alternate. The counters are of Cuban 
mahogany and most of the metal work 
—grilles, railings, doors, etc—is of 
bronze. Lighting is by simple and 
effective fittings of both hanging and 
bracket type, well shaded. 
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The famous club-hotel 


ELION 


at 49* and Lexington NEW YORK 


It provides visit- 
ors to the city with 
anew sense of com- 


fort and enj 
Youll like it. 


oyment, 





Externally the chief feature of the 
simple front is the entrance bay (See 


accompanying photograph). This is 
not placed centrally, but is arranged to 
close the vista down Bartholomew lane, 
and is thus set somewhat east of the 
true center. Internally this arrange- 
ment has great advantage, as_ the 
entrance leads direct to one area of 
the public space, which runs around 
the counters and forms a broad corri- 
dor across the hall to the waiting room 
adjoining the manager's office. 

The main entrance is well emphasized 
with its bold arched doorway carried 
up the height of two floors (See accom- 
panying photograph). This is closed 
by a huge gate of elaborate wrought- 
iron over three and one-half tons in 
weight, which rises through a channel 
in the entrance steps. Special rams 
are employed to operate the rise and 
fall of this ponderous gate. 

It is dificult to appreciate fully the 
architectural value of this new building 
owing to its situation. The most satis- 
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factory view is from Bartholomew lane, 
which leads direct to the ornate 
entrance bay. A_ sculptored group 
carried out by M. Aumonier crowns 
this portion, and is a bold and effective 
piece of work. An escutcheon bearing 
the arms of the bank is surmounted by 
a mural crown and supported by the 
figures of Mercury and Ceres, repre: 
senting Commerce and Agriculture, 
while on either wing are marine horses 
suggesting overseas trade. 


MANUFACTURERS TRUST 
STATEMENT 


CoMPaRISON of the June 30 and March 25 
statements of Manufacturers Trust Company, 
New York, shows the growth of the institu 
tion under its new president, Harvey D. Gib- 
son. Capital remains the same, $27,500,000, 
in the two statements, but surplus and un- 
divided profits in June are $24,380,508 as 
compared with $23,947,687 as of March 2%. 
Deposits show an increase for the period 
from $215,944,884 to $237,308,556 and re: 
sources increased from $307,787,494 to 
$338,434,832. 





What They Say 


SMALL ECONOMIES WORTH 
WHILE 


“In times like these when the mar- 
gin of profit is small, economical opera- 
tion is essential to the success of any 
business. Through mutual co-operation 
effective savings are made. If every 
member of our organization will do his 
or her bit to eliminate unnecessary ex- 
penditures and prevent waste in little 
things, the small economies of many 
people will make a worth-while total. 
A dollar saved in expenses is a dollar 
added to profits..—J. Stewart Baker, 
president Bank of Manhattan Trust 
Company, New York. 


FOREIGN TRADE 


“It is interesting to note that even in 
this widespread depression, our exports 
of finished manufactured products are 
making a reasonably satisfactory show- 
ing. In 1930 the value of our finished 
manufactured exports amounted to $1,- 
900,000,000, constituting more than 
half of the exports of the country—a 
new record in our foreign trade _his- 
tory. The share of this group in total 
exports has been steadily increasing for 
many years. Although the value of 
exports of finished manufactures for 
1930 was 25 per cent. below the 1929 
record, it was only 10 per cent. below 
the average for the five years 1925-29.” 
—George W. Doonan, manager foreign 
department, Central Trust Company of 
Illinois, Chicago. 


EQUILIBRIUM DOCTRINE 
ee The logic of events is with 
the equilibrium doctrine. It does not 
require the sanction of governments or 
public popularity. Readjustment is in 
process. Individuals, seeking to make 
gains, or to avert losses, are readjusting 
and shifting. Retail trade has been out- 
tunning factory production for nearly 
a year. Retailers are reducing prices 


and getting business thereby. Men re- 
leased from work in one field are seek- 
ing work elsewhere. Business men, find- 
ing certain lines unprofitable, are look- 
ing eagerly for other lines which may 
be made profitable. Industries are seek- 
ing to readjust their lines of production 
and their prices so as to meet the mar- 
kets’ demands. The process of re- 
equilibration is going on. Given the 
security of life and property, given the 
gold standard, given the enforcement of 
contracts, and given anything like un- 
trammelled, open markets, the people 
themselves, individually, will finally re- 
store equilibrium and bring back good 
business. The process is going on and 
progress is being made.”"—Dr. Benjamin 
M. Anderson, economist, Chase Na- 
tional Bank of New York. 


LOWER INTEREST RATES 


“A bank is a quasi-public institution. 
It has to serve its community and it has 
to serve its customers. So there is no 
big amount of money in the business, 
but there ought to be a fair profit from 
it. But we can’t make a fair profit 
with the (interest) rates we are paying, 
and the longer we put off the correc- 
tion the more serious is going to be our 
condition. It might help somewhat to 
cut our salaries to the bone and stop 
paying dividends to our stockholders, 
but I doubt if any of us pay large or 
extravagant salaries now, and our stock- 
holder is certainly entitled to some re- 
turn on his investment.”"—John M. 
Miller, Tr., president First and Mer- 
chants National Bank of Richmond, Va. 


QUIT BANKING 


“Merchants are at last waking up to 
the fact that the cost of carrying slow 
accounts is one of their greatest bur- 


dens. Statistics show that most people 
are honest, that they pay their bills 
eventually. They do not show, how- 
ever, how long it took to pay, nor the 
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mental anguish the retailer goes through 
waiting tor them to be paid. . . . 

“It is high time merchants quit the 
banking business. Granting long-time 
credit should be left to the specially 
equipped agencies. Recognizing in- 
ability to handle slow-paying accounts 
properly, many far-sighted merchants 
today are encouraging customers who 
need further time to establish a line of 
credit with small loan companies, or 
personal loan departments of banks. 
Prompt payment of bills is one way 
out of the depression and will save the 
retailer millions of dollars in operating 
expenses."—L. C. Harbison, president 
Household Finance Corporation, Chi- 
cago. 


MARVELOUS! 


“If our present economic system, that 
marvelous machine that overcame the 
ancient natural impediments to man’s 
prosperity, was governed by some mas- 
ter mind, some benevolent despot who 
had the capacity and ability to gauge 
and forecast accurately the ever-chang- 
ing wants of the people and to direct 
unerringly the forces of production and 
distribution to fill these wants, when 
and as they’re wanted, the millennium 
would not be far off. But we have no 
such omniscient, all-wise director, and 
as we believe in the liberty of the in- 
dividual we permit 120,000,000 people 
each to produce whatever he pleases, 
when he pleases and where he pleases— 
to buy and store or buy and consume, 
withdraw from store and postpone buy- 
ing any time, anywhere, anything in 
any quantity. It’s nothing short of 
marvelous that the system works as well 
as it does!"—-John E. Rovensky, vice- 
chairman, Bank of America, N. A., 
New York. 


FLUID CAPITAL 


“When we consider that about 13,- 
000,000 people have almost $10,000,- 
000.000 of deposits in mutual savings 
banks, with a further total of $18,000,- 
000,000 of savings in commercial banks, 
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it is plain that the American people 
have in savings alone a great fluid cap- 
ital. This capital is being increased 
every day, both by the addition of in 
terest and the expansion of deposits, 
The nation is thinking in the terms of 
saving—not only of money, but every- 
thing else. 

“I believe that this frame of mind 
will provide a basis to begin anew. 
Having a vast amount of capital, and a 
large part of it almost instantly avail- 
able, we are in a position to take ad- 
vantage of the first upward turn. When 
that will come or how it will be brought 
about are matters that no one can fore- 
tell. But every depression has had an 
end and it has been the history of the 
country that we advanced even faster 
after each decline.”—Howard Biddulph, 
vice-president Howard Savings Institu- 
tion, Newark, N. J., and president of 
the National Association of Mutual 
Savings Banks. 


NEW INVESTMENT FIRM 
ORGANIZED 


THE firm of Monahan, Schapiro & Co. has 
been organized to conduct an investment 
business in bank stocks, which will include 
a banking research department. The mem- 
bers of the firm, which is located at 39 
Broadway, New York, are Joseph A. Mona- 
han, formerly a trader with Hoit, Rose & 
Troster, New York; Morris A. Schapiro, 
formerly statistician with Hoit, Rose & 
Troster, and a contributor to THE BANKERS 
MaGazZINE; and Robert L. Bornholz, formerly 
comptroller of Hoit, Rose & Troster. 


LEHMAN CORPORATION 
STATEMENT 


BALANCE sheet of the Lehman Corporation, 
New York, as of June 30, 1931, showed paid 
up capital of $43,670,000, surplus of $48, 
082,082, and total resources of $84,336,202. 
Of the corporation’s resources $11,348,685 
is represented by cash, United States Govern: 
ment and municipal bonds. Assets valued at 
market quotations, together with cash, aggre 
gate $60,367,365 and assets having no mat’ 
ket quotations, taken at fair value in the 
opinion of the directors, aggregate $5,120, 
836. The net asset value of the capital 
stock of the corporation as of June 30, 1931, 
upon the above basis, after deducting liabili- 
ties, was approximately $74.17 per share. 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ager, Fred N. Sheperd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, week of June 6, 1932. Secretary, 
Richard W. Hill, 22 East 40th street, New 
York City. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September 14-17. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 


street, Chicago. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 


cago. 


KENTUCKY BANKERS ASSOCIATION, Louis- 
ville, September 17-18. Headquarters, Brown 
Hotel. Secretary, Harry G. Smith, Louisville. 


Maine Savincs BanKs_ ASSOCIATION, 
Rangeley Lake Hotel, September 9-10. 


MissouRI BANKERS ASSOCIATION, May 17- 
18, 1932. Secretary, W. F. Keyser, Sedalia. 


Montana BANKERS ASSOCIATION, Yellow- 
stone Park, Wyo., July 26-28. Secretary- 
treasurer, G. M. Robertson, Helena. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


MortcaGe BANKERS ASSOCIATION, Dallas, 
Texas, October 27-29. Secretary-treasurer, 
Walter B. Kester, 111 West Washington 
Street, Chicago. 


NrBRASKA BANKERS ASSOCIATION, Lincoln, 
October 22-23. Secretary. William B. Hughes, 
420 Farnam Building, Omaha. 


New York State Savincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


ReseRvE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. 


Savincs BANK ASSOCIATION OF Massa- 
CHUSETTS, Pittsfield, Mass., September 24-26, 
Headquarters, Hotel Wendell. Executive 
secretary, Dana Sylvester. 


Texas BANKERS 
May 10-12, 1932. 
Jr., Dallas. 


U. S. Burtpinc AND Loan Leacug, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


ASSOCIATION, Austin, 
Secretary, W. A. Philpott, 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


Wyominc BANKERS AssOcIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 
Snyder, Wyoming Trust Company, Casper. 


THIRTIETH ANNIVERSARY 


THE Dover Trust Company, Dover, N. J., 
thirty years old last month, held a dinner for 
employes and stockholders at which L. A. 
Chambliss, assistant vice-president of the 
Fidelity Union Trust Company of Newark, 
N. J., was the principal speaker. 


APPOINTED TRUSTEE 


THE International-Madison Bank & Trust 
Company, New York, has been appointed 
trustee of an issue of the $2,000,000 6 per 
cent. convertible debenture gold bonds of 
the Louis Friedman Realty Corporation. 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


HEADS ASSOCIATION 


Miss ALTA CLABLIN, librarian of the Federal 
Reserve Bank of Cleveland, has been elected 
president of the Special Libraries Association. 


NEW VICE-PRESIDENTS 


THE New York Title and Mortgage Com- 
pany, New York, has announced the appoint- 
ment of three new vice-presidents: Harold I. 
Cross, in charge of the Brooklyn office; Floyd 


© etanx-stoier 
Haroip I. Cross 
Newly elected vice-president of the 
New York Title and Mortgage Com- 
pany, New York. 


W. Davis, in charge of title applications; and 
Joseph C. Shields, in charge of mortgage sales. 

Mr. Shields and Mr. Davis, formerly as- 
sistant vice-presidents, have been with the 
company for many years. Mr. Cross, who is 
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New York City 


new to the company, is well known in reaf 
estate and financial circles in Brooklyn and 
Queens County. 


FLoyp W. Davis 
New vice-president of the New York 
Title and Mortgage Company, New 
York. 


LIQUIDATING DIVIDEND 


A LIQUIDATING dividend of $1,200,000, or 
$40 a share, was paid last month to 1200 
stockholders of the old Mercantile Trust 
Company of St. Louis by the Mercantile 
Liquidating Company. This company was 
organized to acquire such assets of the Mer- 
cantile Trust Company as did not go into 
the consolidation of that company with the 
National Bank of Commerce in May, 1929, 
to form the Mercantile‘Commerce Bank and 
Trust Company. 

Stockholders have now received $100 a 
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share in three dividends. Total disburse- 
ments under the three dividends have been 
$3,000,000. 


NATHAN JONAS RESIGNS 


NaTHAN S. Jonas has resigned as chairman 
of the board of directors of Manufacturers 
Trust Company of New York, to take effect 
August 1. He will continue as a director 
of the company and as a member of the 
executive committee. 

Mr. Jonas’s resignation comes at the con- 
clusion of twenty-five years of service as 
president and chairman of the trust company, 
which he organized and founded. ; 


© unverwoon & UNDERWOOD 
JoserH C. SHIELDS 


New vice-president of the New York 
Title and Mortgage Company, New 
York. 


USUAL DIVIDEND 


THe Trust Company of New Jersey, Jersey 
City, N. J., paid the usual 4 per cent. quar- 
terly dividend to stockholders on July 1. 


WITH AMERICAN EXPRESS 
BANK 


Joun F. Scumm, until recently vice-president 
of Bankers Trust Company, New York, has 
been elected a vice-president of the American 


a ss Bank and Trust Company, New 
Ork, 


The South Carolina 


National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


Mr. Schmid, who is internationally known 
in the foreign banking field, joined the Bank- 
ers Trust Company in 1909, at which time, 
with Fred I. Kent, he organized and since 
then has participated actively in the develop- 
ment of its foreign banking and commercial 
departments. In 1916 he was promoted to 


JoHN F. ScHMID 


Recently elected vice-president of the 
American Express Bank and Trust 
Company, New York. 


the office of assistant treasurer, and four 
years later, at the age of thirty-four, he be- 
came vice-president. 

In his new connection Mr. Schmid will 
devote his time both to commercial banking 
and to the expanding operations of the 
American Express Bank in the acceptance 


field. 
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Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


S. SLOAN COLT HEADS 
BANKERS TRUST 


S. SLoAN Cott, who has been a vice-president 
of the Bankers Trust Company of New York 
for a little more than a year, has been elected 
president of the bank to succeed Henry J. 
Cochran, who has been made vice-chairman 
of the board of directors. A. A. Tilney has 
been elected chairman of the board, succeed- 
ing Seward Prosser, who assumes a newly 
created position as chairman of the manag- 
ing committee. 

Mr. Colt is the sixth president of the bank 
and at the age of 38 ranks as one of the 
youngest presidents of a New York banking 
institution. Mr. Cochran, Mr. Tilney and 
Mr. Prosser have preceded Mr. Colt in the 
presidency of the company and will continue 
to participate with him in the active man- 
agement of the bank. 

Several notable additions have also been 
made to the board of directors. The new 
members of the board include S. Parker Gil- 
bert,. partner of J. P. Morgan & Co. and 
former agent general for reparations; Charles 
D. Hilles, New York representative of the 
Employers Liability Assurance Corporation, 
Ltd., of London and a director of various 
railroad, industrial and insurance companies 


including the New York Life Insurance Co., 
American Smelting and Refining Co., Mis 
souri-Kansas-Texas Railroad Co. and Otis 
Elevator Co.; and Alfred L. Loomis, of Bon- 
bright & Company, Inc., and a director of 
the Public Service Corporation of New Jer- 
sey, United Corporation, Commonwealth @ 
Southern Corporation and other prominent 
public utility corporations. 

The new president of Bankers Trust Com- 
pany began his banking career with the 
Farmers’ Loan and Trust Company in 1914, 
shortly after his graduation from Yale Uni- 


© sianx-stouer 
S. SLoan CoLt 


New president of the Bankers Trust 
Company, New York. 


versity. He was made assistant secretary in 
1919 and a vice-president in 1925, serving 
in that position until the company’s afhlia- 
tion with the National City Bank in 1929. 
Thereafter he served as a vice-president of 
the National City Bank until March, 1930, 
when he became vice-president of the Bank- 
ers Trust Company. He was elected a di 
rector of Bankers Trust Company on May 
6, 1930. 

Mr. Colt’s directorships, among others, in- 
clude Mutual Life Insurance Company, the 
Royal Exchange Assurance, the Mortgage: 
Bond Company of New York, Pan American 
Airways Company and the Tuxedo National 
Bank. 

Mr. Colt is a grandson of the late Samuel 
Sloan, at one time president of the Delaware, 
Lackawanna & Western Railroad Company. 
He was graduated from Groton School in 
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1910 and received his A. B. degree in 1914 
from Yale University. 

Bankers Trust Company of New York was 
founded twenty-eight years ago under the 
guidance of the late Henry P. Davison with 
a capital of $1,000,000, surplus of $500,000 
and deposits of $5,748,000. Its latest pub- 
lished statement, as of March 25, 1931, 
showed total resources of $833,000,000, de- 
posits of $623,115,000, capital of $25,000,- 
000 and surplus and undivided profits of 
$87,000,000. 

The bank, which has occupied a thirty- 
one-story tower at 14-16 Wall street since 
1912, is now constructing additions to its 
building which when completed will cover 
more than half of the block bounded by 
Wall and Pine streets, Broadway and Nassau 
street. Completion of the new structure in 
1933 will coincide with the thirtieth anni- 
versary of its founding. In addition to its 
main office, Bankers Trust Company main- 
tains four other offices—at Fifth avenue and 
42nd street and Madison avenue and 57th 
street in New York, and two foreign offices 
in Paris and London. 


CENTRAL HANOVER HAS NEW 
VICE-PRESIDENTS 


RANDOLPH CARTER HarRISON of Richmond, 
Va., and Livingston Parsons of New York 
have been elected vice-presidents of the Cen- 
tral Hanover Bank and Trust Company, New 
York. Mr. Harrison will be in the invest- 
ment department at the main office of the 
company, 70 Broadway, and Mr. Parsons will 
be at the Plaza office until the 72nd street 
office is completed, when he will be placed 
in charge of that office. 

Mr. Harrison has been with the State 
Planters Bank and Trust Company of Rich- 
mond as a vice-president since 1927. Prior 
to that time he was with the State and City 
Bank and Trust Company of Richmond, 
which he joined in 1922. He is a graduate 
of the University of Virginia and served as 
an artillery officer during the World War. 

Mr. Parsons, a graduate of Harvard, was 
a lieutenant in a machine gun company dur- 
ing the war. Prior to joining the Central 
Hanover he was a partner in the stock 
brokerage firm of Neilson, Burrill & Com- 
pany, with which he had been connected 
since 1925, 


MERCANTILE BANK OPENS 


Tue Mercantile Bank and Trust Company, 
organized to succeed the Chelsea Bank and 
Trust Company, New York, which closed 
last December, opened for business last month 
with a paid-in surplus and capital of $1,500,- 
000. Its main office is at Eighth avenue and 
36th street and it will also operate four 
former branches of the Chelsea. 

Howell M. Stillman, formerly a vice-presi- 


BANK STOCKS 


MONAHAN, SCHAPIRO & CO. 


39 BROADWAY NEW YORK 
Tel. Digby 4-0581 


dent of the Chase National Bank of New 
York, is president of the bank. J. E. Brula- 
tour is chairman of the board; William A. 
Lobb, vice-president; and Harry S$. Groh, 
secretary-treasurer. 

Mr. Stillman, who resigned his post at the 
Chase to take over the presidency of the 
new bank, has been engaged in banking in 
New York since 1905, when he joined the 
Hanover National Bank. He was executive 
vice-president of the Interstate Trust Com- 
pany when that bank was taken over by the 
Chase. 

A statement issued June 1 by the bank 
reported capital of $900,000, reserves of 
$600,000, deposits of $9,508,080 and re- 
sources of $11,022,862. 


FIDUCIARY TRUST OPENS 


A NEW type of trust company opened last 
month on the thirtieth floor of the Irving 
Trust Company Building, at 1 Wall street, 
New York. The Fiduciary Trust Company, 
as it is called, does no corporate trust work, 
no commercial banking, no security business. 
Its attention is devoted entirely to the man- 
agement of estates, trusts and investment 
funds. Checking accounts and time deposits 
are accepted from individuals, firms and 
corporations, but only when they do not 
involve commercial lines of credit. The an- 
nounced purpose of the company is “to 
meet present-day personal trust and invest- 
ment needs of men and women of means.” 

Three distinguishing characteristics as an- 
nounced by the company are that it makes 
investment decisions only after considering 
the judgment of independent investment 
counsel based upon extensive research; it has 
a set-up designed to assure clients of con- 
tinuity of present independence and policies; 
and it specializes in investment and personal 
trust work. 

In explaining the company’s new method 
of procedure for investing trust funds, Pierre 
Jay, chairman of the board, said: 

“Up to the beginning of the present cen- 
tury, the investment problem of the trustee 
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was comparatively simple. Relatively little 
investment research was required, because 
virtually the only investments available for 
trust funds were mortgages and government, 
municipal and certain other high-grade bonds. 

“In recent years, however, the growth in 
size, strength and stability of many corpora- 
tions has added greatly to the number of 
bonds available as trust investments. More- 
over, the common stocks of many strong 
corporations now are regarded as suitable 
trust investments. 

“There is an increasing tendency on the 
part of those creating trusts to give their 
trustees wide discretionary power as to in- 
vestments. Today, trustees are often re- 
quested, or even directed, to invest some 
portion of the fund in common stocks in 
order that there may be opportunity for the 
principal to appreciate and the income to 
increase over a period of years. 

“The broadening of the investment dis- 
cretion given to trustees does not, however, 
change the trustee’s primary duty—to con- 
serve the principal of the trust fund. 

“To fulfill its own obligation under the 
instructions given by its clients, the Fiduciary 
Trust Company considers that trust and other 
funds should be under continuous supervision 
supported by intensive research. An effective 
research organization can be developed only 
through years of effort and experience—and 
at great expense. 

“To meet these conditions, the Fiduciary 
Trust Company has adopted a new procedure 
for investing clients’ funds. 

“Subject to the supervision of the board 
of directors, such funds are kept under con- 
stant review by a committee of the principal 
officers. Furthermore, in reaching investment 
decisions regarding bonds and stocks, this 
company has the benefit of the investment 
recommendations and the extensive research 
organization of Scudder, Stevens & Clark, 
investment counsel. It should be empha- 
sized, however, that final decision in regard 
to all investments rests solely with the Fidu- 
ciary Trust Company. 


“Organized in 1919, Scudder, Stevens & 
Clark was the first firm of investment counsel 
to advise investors, for an annual fee, on a 
professional basis. The firm does not deal 
in securities. It acts as adviser for funds 
approximating $325,000,000. It spends more 
than $400,000 a year on its research or- 
ganization alone. 

“Scudder, Stevens & Clark has made a 
substantial minority investment in the trust 
company and two of its partners are mem- 
bers of the board of directors. The relation- 
ship of the trust company to its investment 
counsel is that of a client. Each conducts 
its own business independently of the other. 
The trust company is free to terminate this 
relationship at any time and to encage the 
services of other investment research or- 
ganizations.” 

Fiduciary Trust Company has capital of 
$1,000,000 and surplus of $1,000,000. It 
is not aligned with any banking group. 

Mr. Jay for twelve years served as chair- 
man of the Federal Reserve Bank of New 
York and later, for three years, as deputy 
agent general for reparation payments, in 
Berlin. 

Colonel W. D. MacCormack, the president, 
recently organized and directed the receiver’ 
ship department of the Irving Trust Com 
pany, which is the standing receiver of the 
Federal Court in the Southern District of 
New York. For five years he was a member 
of the American financial mission charged 
with the reorganization of Persian finances. 
Other principal officers are: David H. Mc’ 
Alpin Pyle, of the Pyle Estates, secretary; 
and Duncan M. Spencer, vice-president, for- 
merly of Lee, Higginson & Company. 

The directors besides Mr. Jay, Colonel 
MacCormack and Mr. Pyle are: Thomas H. 
Blodgett, president American Chicle Com 
pany; F. Haven Clark, Scudder, Stevens & 
Clark; Grenville Clark, Root, Clark & Buck- 
ner, attorneys; Robert Hallowell Gardiner, 
trustee; David F. Houston, president the 
Mutual Life Insurance Company of New 
York; DeLancey K. Jay, attorney; Charles 
N. Nason, president Electrical Securities Cor’ 
poration; Frederick Pope, president Nitrogen 
Engineering Corporation; Elihu Root, Jr., 
Root, Clark & Buckner; Theodore T. Scud- 
der, Scudder, Stevens & Clark; Henry L. 
Shattuck, treasurer Harvard College; Carll 
Tucker; William B. Warner, president Mc’ 
Call Corporation; William H. Wheelock, 
president Brown, Wheelock; Harris, Vought 
& Company, Inc.; Harold C. Whitman, vice 
president Clarence Whitman & Sons, Inc.; 
and Bronson Winthrop of Winthrop, Stim: 
son, Putnam & Roberts, attorneys. 


LARGE CHICAGO BANKS IN 
MERGER 


STOCKHOLDERS of the Central Trust Com: 
pany and of the National Bank of the Re 
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public, Chicago, have ratified the action of 
the boards of directors of the two banks 
whereby the two institutions will be consoli- 
dated under the name of Central Republic 
Bank and Trust Company. The resulting 
bank will be the third largest in Chicago. 

The consolidated bank will be located in 
the building now occupied by Central Trust 
Company. Physical consolidation will take 
place as soon as possible and until then the 
business of the two banks will be conducted 
in their present quarters. 


BANKERS TRUST BUILDING 
UNDER WAY 


ConsTRUCTION has begun on a new building 
of the Bankers Trust Company of New 
York, which is to surround the present 
structure and leave unchanged its pyramid 
tower. The exterior of the present building 
will remain practically unchanged but when 
the new structure is completed the two will 
be co-ordinated so that, as concerns the in- 
terior, the bank will be one complete build- 
ing, fronting on Wall, Nassau and Pine 
streets. 

It is expected that the new building will be 
faced with limestone, with windows flush to 
the outer wall. The design will be essentially 
a simple one and in harmony with the pres- 
ent building and with the surrounding struc- 
tures. 

During the period of construction, most 
of the departments of. the bank are being 
housed in the building at 14 Wall street, 
but when the new structure is complete, it 
is expected that the bank will, at first, use 
some seven or eight floors of the entire build- 
ing. Completion of the work and the open- 
ing of the bank’s new quarters as a single 
unit is anticipated about two years from now, 
marking the thirtieth anniversary of the 
founding of the bank. 


CHASE-HARRIS, FORBES 
CONSOLIDATION 


THE business of the Chase Securities Cor- 
poration and Harris, Forbes and Company, 
which relates to the purchase and distribu- 
tion of securities, was consolidated July 1 
under the name of Chase Harris Forbes 
Corporation. Chase Securities Corporation 
will continue its present business other than 
the operations to be conducted by the Chase 
Harris Forbes Corporation. Its officers will 
be distinctive from those of the Chase Harris 
Forbes Corporation. 

The consolidated corporation will have its 
executive offices in the Chase National Bank 
Building, New York. It will have a nation- 
wide organization with offices in fifty-two 
principal cities of this country, two cities in 
Canada and in a number of important for- 
eign capitals. It will have the benefit of the 


friendly relationship that has existed for 
many years between Harris, Forbes and Com- 
pany and the Harris Trust & Savings Bank, 
Chicago. 

The new nation-wide distributing organiza- 
tion will embrace a consolidation of the of- 
fices of Chase Securities Corporation and of 
Harris, Forbes and Company in the territory 
east of Chicago, and in addition will include 
the offices heretofore operated by Chase Se- 
curities Corporation west of Chicago. 


H. M. ADDINSELL 


President of Chase Harris 
Corporation. 


Forbes 


The senior executive officers of Chase Har- 
ris Forbes Corporation, New York, will be: 
Lloyd W. Smith, chairman of the governing 
board; John R. Macomber, chairman of the 
board of directors; Halstead G. Freeman, 
chairman of the executive committee; E. Carle- 
ton Granberry, vice-chairman of the board 
of directors; and Harry M. Addinsell, 
president. 

Mr. Freeman has been president of Chase 
Securities Corporation, while the other senior 
executive officers have been associated with 
Harris, Forbes and Company. 

The personnel of the board of directors 
and executive committee will include the 
senior executive officers of the corporation 
and those of the Chase National Bank and 
Chase Securities Corporation. Chase Harris 
Forbes Corporation, Boston, will occupy the 
present quarters of Harris, Forbes and Com- 
pany, at 24 Federal street. The officers 
will be: John R. Macomber, chairman of 
the board; and W. Eugene McGregor, presi- 
dent. 
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Albert H. Wiggin will continue as chair- 
man of the board of directors of Chase 
Securities Corporation, while Robert L. Clark- 
son will succeed Mr. Freeman as president. 
Mr. Clarkson has been chairman of the ex- 
ecutive committee of Chase Securities Cor- 
poration since last February when he retired 
as vice-chairman of the board of directors 
of the Chase National Bank. Charles S. 
McCain and Winthrop W. Aldrich will con- 
tinue as vice-chairmen of the board of 
directors. 


IRVING SAVINGS BANK EIGHTY 
YEARS OLD 


TuHeE Irving Savings Bank, New York, is 
celebrating this month the eightieth anni- 
versary of its founding. In its statement as 
of January 1, 1931, the bank had resources 
of $33,419,522. 





The Irving Savings Bank, New 
York, which is eighty years old 
this month. 


HIGHER MARKETING STAND- 
ARDS PLANNED 


UnpER the sponsorship of the operating 
committee of the Guardian Detroit Union 
Group, Inc., officials of Motor Accounting 
Company, which is a subsidiary of General 
Motors Corporation, and banking executives, 
met recently in Grand Rapids, Mich., where 
the motor officials outlined a plan designed 
to create higher marketing standards which 
would establish a permanently profitable basis 
upon which automobile dealers would operate. 
The bankers and General Motors officials 
were guests of Joseph H. Brewer, president 
of Grand Rapids National Bank and the 
Grand Rapids Trust Company. 


OKLAHOMA CITY BANK’S 
NEW BUILDING 


THE steel superstructure of the new thirty- 
three-story building being erected by the 
First National Bank and Trust Company in 
Oklahoma City has been completed, and it 
is expected that the bank can move into its 
new quarters in November. When riveters 





New building under construction for 
the First National Bank and Trust 
Company, Oklahoma City. 


finished their work, workers on the concrete 
forms were only a few floors below them 
and workmen setting the stone and aluminum 
trim were on the thirteenth floor. 

The new building will be the fourth tallest 
structure west of the Mississippi. Its cost 
will be approximately $4,500,000. 

Every banking convenience will be in 
cluded in the structure. The main banking 
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room is to be on the second floor and will 
be reached by elevators, of which there will 
be eight, and by a broad stairway. The 
elevator system will be automatic and there 
will be thermostatic heat control and an 
air-cooling system. 

Hugh M. Johnson is chairman of the board 
of the bank, which is the oldest in Oklahoma 
City and the largest in the state. Frank P. 
Johnson is president and Charles W. Gunter 
is chairman of the executive committee. The 
bank has capital of $5,000,000, surplus of 
$2,000,000 and deposits of $65,000,000. 


NEW YORK CITY BANK STOCKS 
IN SHARP RALLY 


In the recovery from the lows of June 2, 
1931, the shares of sixteen leading New 
York banks and trust companies have shown 
an appreciation of 23.8 per cent., according 
to Morris A. Schapiro, of Monahan, Scha- 
piro & Co., New York. “The current ad- 
vance,” says Mr. Schapiro, “was preceded by 
fifteen weeks of decline from the highs of 
February 21, 1931, during which time the 
open market value of these shares fell from 
$3,875,000,000 to $2,575,000,000, a shrink- 
age of $1,300,000,000 or 33.6 per cent. 
Nearly 50 per cent. of this loss has been 
cancelled by the recent upturn, when these 
shares added more than $600,000,000 to 
their market value. 

“On June 2, 1931, the composite dollar- 
yield stood at 5.51 per cent., as against 3.74 


per cent. at the highs of February 21, 1931; 
5.56 per cent. at the lows of December 17, 
1930; 2.29 per cent. on April 12, 1930; and 
1.4 per cent. on October 14, 1929. The 
current yield stands at 4.32 per cent. The 
aggregate market value of the group stands 
at 68 per cent. below its 1929 high. At 
the lows of June 2, 1931, bank stocks were 
quoted at about fourteen times earnings and 
1.08 times book value. 

“The June 30 statements of call reveal 
that important New York banks have made 
substantial transfers from surplus funds to re- 
serves to provide for depreciation and contin- 
gencies. Chase National Bank set aside $35, 
000,000 to be used to write down securities 
to market values and to provide for contin- 
gencies. A similar step was taken by the Irving 
Trust Company, which announced that $10, 
000,000 had been transferred: to reserves, 
one half of which -was used to reduce the 
book value of the bank’s equity in 1 Wall 
street. Central Hanover Bank and Trust 
Company set up a reserve of $5,000,000. 
Others included Bank of Manhattan Trust 
Company with $3,500,000 and Empire Trust 
Company with $1,500,000. 

“In all cases strong cash positions were 
reported, a result of the slack demand for 
commercial accommodation. However, the 
heavy holdings of cash and United States 
Government securities have in part been 
dictated by the desire of the banks to main- 
tain themselves in an impregnable position 
while financial conditions have been de- 
pressed and uncertain.” 


COMPOSITE DOLLAR-INDEX FIGURES 
Sixteen Leading New York Banks and Trust Companies 
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A New, Completely Revised Edition of 
That Banking Classic — 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


ERE, in a single compact volume, is the gist of hundreds of books on 

every phase of banking and finance. In authoritative, quick refer- 

ence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
place—this new edition becomes indis- 
pensable. It offers many more pages than 
any previous edition, discusses scores of 
new subjects, and elaborates or revises 
those which have already appeared. In 
it, the various banking laws—as well as 
all bibliographies—are brought strictly 
up-to-date. 


The original work, as well as the re- 
visions here presented, have both taken 
years in preparation. The author—with 
a staff of assistants—made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked the portions of 
the work covering their respective fields. 


The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. Cross-referencing is widely employed. The reader is therefore 
assured of having access to all phases of his subject—and in a minimum of time. 

Everyone connected with banking and finance will find the book an_ indis- 


pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


Free Examination Coupon 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Gentlemen: You may send me, without.cost or obligation, for free examination, . . 
copies of the revised edition of ‘‘Encyclopedia of Banking and Finance’’—Price $10.00. At the 
end of ten days, I will either send you my check for $ . ($10.00 per volume) or return 
the book (s). It is understood that I may pay in three monthly installments if I prefer. 


| ] Check for $.... is enclosed. [1] Please send C. O. D. 
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BOOK REVIEWS AND NEW BOOKS ¥\¥ 


Recent Announcements of Other Publishers 


WHAT THE Ficures MEAN. By Spencer 
B. Meredith. Boston: Financial Publish- 
ing Company. 


Tus brief book presents in brief and simpli- 
fied form the important’ features of account- 
ing and finance and provides assistance in 
reading balance sheets. It gives thirty-five 
subject headings covering all the items of 
information presented in a balance sheet 
and then explains clearly and in simple 
terms the meaning and significance of each. 

One of the most valuable of the contribu- 
tions of this text is its lists of actual aver- 
age ratios by which alone the figures take 
on their full meaning. Knowledge of the 
definitions of items in a financial statement 
is not enough; their full interpretation rests 
upon the knowledge of their relative size 
and desirable ratio to other items. Mr. 
Meredith has satisfied this requirement by 
analyzing 515 companies in thirty-two in- 
dustries and giving the resulting ratios as 
criteria against which any one company may 
be judged. or instance, he finds that 
cash averages of 66.7 per cent. of current 


assets in the shipping industry, but only 
7.4 per cent. in the agricultural machinery 
business. Obviously it would be unfair to 


measure a company in any one field except 
by the standards of that field. 

The book was first prepared as a series 
of talks to salesmen of a New York invest- 
ment house. 


ENGLIisH ExECUTOR AND TRUSTEE Busl- 
NEss. By Gilbert Thomas Stephenson. 
New York: Harper. $4. 


A COMPARISON between English and Ameri- 
can trust business and practice is made in 
this book by an American trust man who 
has spent considerable time studying the 
subject at first-hand in England. He has 
been further assisted by a large number of 
English trust men. 

Mr. Stephenson, who is the author of 
several other books on trust subjects, pre- 
sents the features of English fiduciary law 
and practice, of English trustee corporations 
and of English attitudes that he feels will 
be especially interesting to American trust 
men, lawyers, and others who are concerned 
with corporate fiduciary matters. He also 
gives the reactions of an American trust 
man that English trust men, solicitors and 
students of fiduciary matters will be inter- 
ested in. 

The scope of the book is indicated by 


the chapter headings: Fiduciary Termi- 
nology, Trust Corporations, The Public 
tors, Trust Corporations, The Public 


Trustee, Probate Practice, Administration of 
Estates, Distribution of Estates, Administra- 
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tion of Trusts, Remuneration of Executorg 
and Trustees, Death Duties, Through the® 
Eyes of an American Trust Man. 


Crepit AND Its Uses. By William A. Pren-’ 
dergast and William H. Steiner. New 
York: Appleton. $4. : 


First issued in 1906 and reprinted from® 
time to time since then, this volume has now” 
been completely revised and brought up to” 
date. The present volume includes both the” 
theory and technique of credit and collection = 
in any form of mercantile business and shows 
the credit man not only how and when to get 7 
credit information, but also how to use it. 

The book contains special chapters on re ~ 
tail, instalment and foreign credits and gives 
the credit man the necessary information © 
about legal and accounting principles. It 7 
aims “to give both the academic and prae 
tical sides their full measure of attention, and” 
to accord to each its due prominence.” ee 


PAMPHLETS RECEIVED 
THE FINANCIAL PLAN oF ELECTRIC Litut 
AND Power ComMPANIES. Bulletin of 
Bureau of Business Research, College 
Commerce and Business Administration, 
University of Illinois, Urbana. 


NEW BOOKS 


INVESTMENT BANKING; A Case Book. By 
Clinton P. Biddle and George E. Bates. = 
New York. $6. 

ForRECASTING Business CycLes. By Warren © 
M. Persons. New York: Wiley. $4.50. 

LEGALIZED BANK WRECKING; a demonstrative. 
commentary on state banking laws a 
state bank supervision. Minneapolis: © 
Cosmo Publishing Company. $1. 


THE GREENBACKS AND RESUMPTION 
Sprcie PAYMENTS, 1862-1879. By Dol 
Carlos Barrett. Cambridge, Mass. $3. 

Twenty-Five Hanp-Pickep Low-Pric 
SPECULATIVE Stocks. By Justus Geo 
Frederick. New York: Business Bours 
$4.50. 

Some LEGAL PHASES OF CORPORATE FINAN@ 
ING, reorganization and regulation. Lec: 
tures delivered hefore the Association oF 
the Bar of the City of New York, 1926— 
1930. Chicago: Callaghan & Co. $3. | 

THe Enp oF REPARATIONS. By Hijalmaty 
Schacht. New York: Cape & Smith. $3.9 

FINANCIAL PROBLEMS OF INSTALMENT SELL’ ; 
ING. By Otto C. Lorenz and H. M. Mott) 
Smith. New York: McGraw-Hill. $4. 

ECONOMICS OF THE ENGLISH BANKING Sys 
TEM. By William Jayne Weston. New: 
York: Pitman. $1.50. , 





